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Digding Up the Pacts ! 


The sharp spade of Title Search 
unearths recorded, or perhaps long 
forgotten legal claims against 

real estate, and paves the way for 
clearance of unacceptable objections. 


Yet, this is merely a means to the 
important objective . . . protecting 
the new owner and investor from 
financial loss. 


An insured title . . . by Commonwealth 
Land . . . safeguards your client’s 
ownership and your own reputation. 
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Title Insurance Since 1876... 
Assets in Excess of $9,500,000 


Main Office: 1510 Walnut Street, Phila. 2, Pa. 
Telephone: WAinut 3-0400 
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JOHN B. WALTZ LAWRENCE R. ZERFING 
President Executive Vice President 


Title Insurance in Pennsylvania, New Jersey, Delaware, Maryland, Massachusetts, Ohio, West Virginia, Connecticut, Florida, Nebraska, Virginia, Louisiana 




















Life Insurance... 


IV Fire Insurance... 
M4 Disability Income... 
Y 


All-in-One Protection. 
One Presentation. One 
Premium. One Billing. 
You Can Control the 


Entire Transaction. 


Now... 


with Home Protection from 
the Continental-National 
Group, you are in a 
position to offer the 
entire insurance package your 
mortgage accounts 
need and want: 


1. Fire or popular Homeowner's policy. 
2. Mortgage Disability income insurance, 
3. Mortgage cancellation Life Insurance. 


All three coverages are so highly desirable if ‘‘problem’’ fore- 
closures are to be eliminated. Yet before this, each coverage 
had to be purchased as a separate unit . . . usually from 
somebody other than you. 


Home Protection gives you an entirely new and convenient 
facility for serving mortgage accounts. Everything in one 
package. One presentation. One billing. One low monthly 
premium. No complexity of uncoordinated policies. 


You can so easily find out how you can offer the new all-in- 
one Home Protection package: Just write for details. 


ta 
Cc Oo Se TINEN TAL-NAT I oO NAL Contact any general agent or branch 


of Continental Assurance, any 


representative of Continental 
HOME PROTECTION Department, Casualty Company, any representative 
Continental Assurance Company, of National of Hartford. 


310 South Michigan Avenue, Chicago 4, Illinois 
THE MORTGAGE BANKER + March 1960 1 








2 





N financial circles money is defined by various descrip- 

t tive adjectives. There is tight money, sound money, 

easy money, dead money—and so on. But money in orbit— 

funds profitably invested and safely protected is the 
banker’s prime monetary concern. 

When this investment takes the form of real 

estate financing, “safely protected” is likely to include the 


security provided by a TG title insurance policy. 


THE TITLE GUARANTEE 
ae COMPANY 


CHARTERED IN NEW YORK STATE IN 1883 
HEAD OFFICE... 176 BROADWAY, NEW YORK 38, N. Y., WOrth 4-1000 


Title Insurance throughout the states of New York, New Jersey, Connecticut, 
Massachusetts, Maine, New Hampshire, Vermont, Georgia 
and other states through qualified insurers 
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MBA CALENDAR 


March 17-18, Mortgage Servicing 
Clinic, Mayflower Hotel, Washing- 
ton, D. C. 


April 4-5, Southern Mortgage Con- 
ference, Robert Meyer Hotel, Jack- 
sonville, Florida 


April 21-23, Western Mortgage 
Conference, Paradise and Jokake 
Inns, Phoenix 


May 2-3, Eastern Mortgage Con- 
ference, Hotel Commodore, New 
York 


May 19-20, Mortgage Servicing 
Clinic, Hotel Leamington, Minneapo- 
lis 


June 19-25, School of Mortgage 
Banking, Courses I and II, North- 
western University, Chicago. 


June 26-July 2, School of Mort- 
gage Banking, Course III, Northwest- 
ern University, Chicago. 


July 24-30, School of Mortgage 
Banking, Course I, Stanford Univer- 
sity, Stanford, California. 


July 31-August 6, School of Mort- 
gage Banking, Course II, Stanford 
University, Stanford, California. 


October 3-6, 47th Annual Conven- 
tion, Conrad Hilton Hotel, Chicago 


>» ELSEWHERE: Urban renewal, its prob- 
lems and prospects, will come in for a 
searching review and analysis April 6 and 
7 when the third annual Building Industry 
Congress for Urban Renewal convenes in 
Washington in NAHB’s National Housing 
Center. Herschel Greer of Nashville will 
be among the speakers. Relocation hous- 
ing, recent trends in 221 building, why 221 
financing is good business for the mortgage 
banker, building for the middle income 
market—these and a host of other aspects 
of urban renewal will all come in for 
critical review and analysis. It’s a coming 
event that should hold the great interest 
for mortgage bankers looking ahead to a 
phase of financing that’s sure to be far 
more important in the future than most of 
them appreciate today. 
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CCURACY 





Being fairly accurate is not enough when it 
comes to insuring real estate titles. Many of the 
country’s foremost mortgage lenders have learned 
to depend on Louisville Title. The reason — 

they know they’ll get accurate service, 


based on their exact requirements. 


COMPANY 





LOUISVILLE TITLE 
Prswuamee Company. 


HOME OFFICE * 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
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fe Now you can get fast, dependable ; *% 
/ Title Service in 30 California Counties with just ‘ 















Over 92% of California property owners can now have their property 
rights protected by Title Insurance and Trust Company, its subsidiaries 
and affiliate companies. Now when you want title service in any of the 
30 counties served by Title Insurance, its branches, subsidiaries or 
affiliate companies, simply call the title company in your county and 
place your order. The experienced title specialist there will handle 
the whole transaction for you... get it started faster, closed sooner. 
Take advantage of this new, faster, streamlined service. 

It’s provided at no extra cost by T.I.—the world’s largest title 
company, serving California property owners for over 65 years. 
TITLE INSURANCE AND TRUST COMPANY...serving Inyo, Kern, Los Angeles, 
Mono, Orange, San Luis Obispo, Santa Barbara, Tulare and Ventura counties. 


CALIFORNIA PACIFIC TITLE INSURANCE COMPANY DIVISION... .serving Alameda, 
Contra Costa, Fresno, Marin, Monterey (Monterey County Title Company), 
Sacramento, San Francisco, San Joaquin, San Mateo, Santa Clara, 

Santa Cruz, Sonoma (Sonoma County Land Title Company) counties. 
PIONEER TITLE INSURANCE COMPANY. ..serving Imperial, Riverside and 
San Bernardino counties. 

UNION TITLE INSURANCE COMPANY...serving San Diego county. 
AFFILIATE COMPANIES... Northern California Title Company serving 
Calaveras county, Glenn county and Tehama county; Mid-Valley Title 


and Escrow Company serving Butte county; North Valley 
Title and Escrow Company serving Shasta county. 


Title Insurance Q, ani Trust Company 


Assets over $75,000,000 


433 SOUTH SPRING STREET, LOS ANGELES S4 + MAdison 6-2411 


Title Insurance and Trust Company operates through branches, affiliates and subsidiaries in 30 California counties, and 
through other subsidiary companies, offers complete title service throughout the states of Nevada, Oregon and Washington. 
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Your policy from American Title 
provides the most exacting safeguard 
CAPITAL, SURPLUS AND of your mortgage investment. . 
TITLE RESERVES IN EXCESS American Title is one of the nation’s 
OF FOUR AND THREE recognized leaders in the 


QUARTER MILLION DOLLARS title insurance industry. 





LICENSED TO WRITE TITLE INSURANCE IN Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia, Indiana, Kansas, Kentucky, Louisiana, 
Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New York, New Jersey, New Mexico, North Carolina, North Dakota, Ohio, 
Oklahoma, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, District of Columbia, Puerto Rico and Virgin Islands. 
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ONE HOME... 


or a thousand 


ONE STORE... 


or a shopping center 


ONE FACTORY... 


or an industrial district 


| Title to this property |% 





Complete Title Protection for Mortgage Lenders 


Here is the finest title protection for mortgage 
lenders — backed by more than a century of experi- 
ence ... more than twice the financial strength of 
any other title company insuring titles in the 
Middle West. 

IN ILLINOIS. Chicago Title Insurance Policies are issued 
in 88 cities— throughout the state. Should a claim ever 
arise against the title as insured, Chicago Title and Trust 


Company takes over its defense, in court if necessary; 
assumes all litigation costs; promptly pays any loss. 


IN 13 STATES. Chicago Title and Trust Company’s sub- 
sidiaries issue title insurance policies in Alabama, 
Arkansas, Florida, Georgia, Illinois, Indiana, Kansas, 
Louisiana, Mississippi, Missouri, Nebraska, Oklahoma, 
West Virginia. 


THROUGHOUT THE U.S. On property in all sections of 
the country, Chicago Title and Trust Company will pro- 
vide reinsurance on the major part of the risk. Also 
available: our national referral service, through which 
we recommend a local title company known to be well 
qualified to serve you. 


If you have a question about title insurance or reinsurance 
anywhere in the nation, we invite you to write 


Chicago Title and Trust Company 


111 WEST WASHINGTON STREET, CHICAGO 2, ILLINOIS 


TITLE INSURANCE CORPORATION OF ST. LOUIS 
810 Chestnut Street, St. Louis 1, Missouri 


LAKE COUNTY TITLE COMPANY, INC. 
208 S. Main Street, Crown Point, Indiana 


Other Associated Companies, Division and Regional Offices, Agents and Representatives Throughout Illinois 
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A short, short summary: As first quarter 1960 draws to a close, 





1959's statistics haven't changed much but the sentiment has. At year- 
end, most authorities professed to see a continuation of tight money 
getting tighter, higher rates getting higher. But before the year was 
very far along, some areas of credit eased a bit, followed by a slight 
bounce-back, then some more relaxation. All this has been little felt 
in the mortgage market where year-end predictions of tight money through 
the first half still hold. No question about one thing, however: total 
funds available for mortgage lending in 1960 won't equal those of 1959. 
But here and there—notably what people said at the Chicago Conference— 
sentiment seems to have improved. Typical comments: "It's quiet"... 
"We're doing business—but could do a lot more" .. . "Last year was our 
biggest, we'll be satisfied with less this year and still have a good 
1960." 

Case of a Commitment: A prospective borrower got a commitment from 
a life company and paid the fee. The deal failed to materialize. The 
borrower sued for the return of the fee charging, among other things, 
that the contract lacked mutuality because of the vague language of the 
commitment letter. The life company, one of the biggest, said no. The 
case is before the court and a decision is expected in April. The local 
mortgage association had its attorneys intervene as "a friend of the 
court" setting forth that the language of the commitment was customary 
in mortgage lending, the procedure customary in the industry. It’s only 
the second case of its kind. In the first, the commitment language and 
procedure were upheld. 

Still on the up and up: It's prices of homes, and this year the 
average retail price will be nearly 4 per cent more than in 1959. So 
says the FHBB after a comprehensive survey. Home buyers will pay an 
average $18,365 for a new house, up 35.8 per cent from last year's aver- 
age of $17,697. The 1950 average was $10,842. 

The Board's considered estimate of 1960 production is 1,040,000 new 
non-farm one-to-four-family homes, down from last year's total of 
1,181,000. The new homes will have a total value of $19.1 billion, 
down from $20.9. More: 1,020,000 one-to-four-family dwellings will be 
started this year, down from 1,144,000 in 1959. This 11 per cent cut- 
back will have its greatest effect on home starts during the last 
quarter of the year. Total mortgage lending on new and existing homes 
will amount to $31.2 billion, down from the 1959 record of $32.5 bil- 
lion. Of this year's total, lenders will get $19.4 billion of it from 
repayments of outstanding mortgages and $11.8 billion from new savings. 


Bold and imaginative thinking and planning characterize the times. 
Example: MBA Vice President Robert Tharpe's proposal (page 42). An- 
other: NAHB President Bartling'’s suggestion: "Our great political 
parties should formulate bold housing philosophies and spell them out in 
unequivocal terms. These philosophies should be given form and sub- 
stance at the Cabinet level of our Government—a level where the eco- 
nomic and social voice of housing, in all its ramifications, may be 
heard on equal terms with those of commerce, agriculture, of labor, and 
of the Treasury. The problems of providing homes for a population that 
will number 214 million by 1970, the expansion of urban areas, and the 
growth of slums in the large cities, make it important that housing be 
managed at a Cabinet level." 
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GET ACQUAINTED WITH GROWING ARIZONA 


~ 


a great state 


for investment 


Population has grown 74% | oe Retail sales $1,775,000,000. 
in 10 years. Estimate . Individual income u 

» Pio 4 
for 1970—2,000,000. 4 165% in 10 years. Wa , 
Manufacturing employment —— = Pa re 
increased 168% in 10 years. :: ers 
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for retirement 
Sunny, clear climate. =: The Valley of the Sun 
warmest, sunniest, driest 
winter resort climate 
. 
Sy Wide choice of accom- 
- modations. Many fine 
_ courses, swimming pools. 2 
desert and mountain scenery, “47% 
more national parks 


S—S—; 
- —— Sag invites you to enjoy the 
A friendly, informal way -_ 33 = — . , ag 
of life. Phas : 
; = cal 5 in the U.S.A. 
, Ap? 
asy drive to spectacular 
and monuments 


than any other state. 





We hope you're planning to attend 
the Western Mortgage Conference 
Jokake and Paradise Inns, 
Phoenix, Arizona, April 21-23 
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April is our loveliest month - sunny and warm with an invigorating 
freshness to the air. The desert will be in bloom! 


Arizona Title 


Guarantee «Trust Company 
ESCROWS TITLE INSURANCE TRUSTS 


100% Arizona owned and managed since 1899 






@hs 44 . 
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Quotes 


Reflections of the World Today in Capsule Comments 





1959 


r apital to 


WE GOT 55% IN 
The need for 
finance what the 


more 


nation wants done 


become more pressing than ever 


particularly for mortgage lending 
which 
cent of all new capital 
L. Reterson, 
sf. Banke rs 
Y ork 
This 


ter how we are 


taking about 55 per 
Said Dr. Roy 
ice president and chief 


Trust 


already 


economi Company, 


N eu 


is the crux of the mat- 
to allocate the lim- 
ited amounts of investment funds so 
as tO Maximize our Capacity 


Solid and sustainable 


lor eco- 
nom growth. 
growth in output and econom« well- 
being comes primarily from invest- 
ment in productive facilities, which 
make possible a rising trend of labor 
productivity. This has been the source 
standard of living over 


In the years since World 


of our rising 
the dec ades 


War II, 
funds in the capital markets 


however, the bulk of new 


close 


to 55 per cent) have been channeled 


into mortgages, and a much lesse1 


share (about 30 per cent) into cor- 


porate securities, which are essentially 
for the financing of a growing plant 


It thus seems perti- 


and equipment 





AL 


SERVICE 
COVERS 


OHIO 


20 
Pt are eS 


Mitta me 


eo eee 
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nent to ask whether a disproportion- 
ately large share of available invest- 
ment capital is moving into residential 
and other private building and into 
types of public projects which do not 
contribute to rapid economic growth, 
and whether too little is being di- 
into channels which lead to 
greater expansion of our truly pro- 


rected 
ductive resources. 
“Assuredly, public policy must make 
We can, if we wish, con- 


tinue to facilitate a high level of 
investment in housing and _ other 
projects which add to our material 


comforts but do not enhance our Cca- 
pacity for growth; we can continue 
to rely upon bank credit in an at- 
tempt to relieve ourselves of the need 
for increasing our savings, thereby 
adding to the inflationary 
already abundant in our economy. If 
we choose this however, we 


should not be surprised to find the 


pressures 
course, 


rate of economic expansion in the 
United States continuing to lag be- 
hind that of other countries, nor 
should we be astonished to see the 
United States dollar deteriorating in 


foreign markets. If, on the other 


er: 


COLUMBUS , DAYTON - ELYRIA - IEFFERSON lal 


hand, we are truly serious in our aim 
to reinvigorate our economy, then we 
must face reality and recognize the 
role of saving, investing, and interest 
rates in encouraging solid economic 
growth.” 


PEGGED RATES WONT WORK 
Not for the nation’s fiscal system 
and, as mortgage bankers have long 

tried to explain, not for the mortgage 
lending economy as well. Said Wil- 
liam McChesney Martin, Jr., chair- 
man of the board of the Federal Re- 
serve System: 

“In early 1960 the economy con- 
tinues to show a sharp pick-up from 
the period of hesitation caused by the 
steel strike. Economic activity is vig- 
orous and prices are reasonably stable. 
Nevertheless, it is possible we may en- 
counter a renewed spiral in the up- 
ward movement of prices, or, per- 
haps, find that the underlying strength 
in the situation is not so great as most 
observers now feel. 

“In these circumstances, all of us 
are faced with a particularly sensi- 
tive problem of maintaining prosper- 
ity by endeavoring to prevent either 
a renewal of inflationary pressures or 
development of deflationary tenden- 
cies. 

“. .. A word about what monetary 
policy can and cannot do. It cannot 
effectively peg interest rates, it can- 
not prevent monopoly. It cannot as- 
that the financial needs of all 
socially desirable activities are met 
without intervention by government. 


: 


“4 
| 


sure 


serience in Ohio Titles 


LAND TITLE 
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Prime 
Mortgages 


FOR SALE 










It cannot be relied upon to cover Fed- | 
eral deficits. Alone, it certainly can- | 
not assure either stability or growth. 

“What a correct monetary policy | 
can do is to foster confidence in the 
dollar, so that our people can and | 
will save and invest in the future with | 
reasonable assurance that their plans 
will not be frustrated by irresponsible 
changes in the value of money.” 





FEAR OF INFLATION 

The fear of inflation can be, and 
is being demonstrated to be, a very 
bad psychological thing—not in a 
class with the product itself but bad | 
nevertheless. Said Carrol M. Shanks, 
president of Prudential Insurance 
Company 
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“Consider the effect of inflation on 
our savings habits. One would nor- 
mally expect that as a country be- 
comes wealthier its ability to save and 
to produce capital goods would im- | 
prove. The result would be a pro- 
gressive stepping up in the growth 
rate. But in the United States the 
proportion of disposable personal in- 
come saved has declined from 13 per 
cent in the 1920s to only 9 per cent 
today. Similarly, the proportion of 
our real gross national product de- 
voted to plant and equipment and to — 7 
housing has declined from 17-18 per ; ja [= ana st 
cent in the ’20s to about 14 per cent ma) TUB 
at present. What has produced this : 
striking change in our national sav- 

















ings habit? 1. Inland Mortgage Corporation originates and brokers VA, 
“I think it has been due largely to FHA, and Conventional mortgages. 

a growing fear of inflation. Creeping ne ea 

inflation, and the expectation that it 2. Availability—over 20 states. 

will continue, destroys the incentive 3. Inland mortgages are owned by nearly 300 financial 


to save. Consumers become more in- 
terested in speculation, more con- 
cerned with protecting their own pur- 4. Wide range of investments available—one mortgage 
chasing power, more intent on current or hundreds 

consumption, than with providing the | ‘ 

savings indispensable for enlarging | 5. Immediate or deferred delivery. 

and improving our capital plant.” 


institutions. 


6. Fast processing, using latest IBM equipment. 


FIGHT FOR A SOUND DOLLAR | Our services are available to individuals or mortgage brokers, and 
Said Walter E. Hoadley, Jr., treas- to mortgage, financial, investment, insurance, or banking firms. 
es, An Cork Co.: Contact us today. Call, wire, or write J. J. Flynn, Executive Vice 
Fight every day for a sound dol- President, Inland Mortgage Corporation, 501 So. College St., Piqua, 
lar. This means accepting responsi- Ohio. Telephone PRospect 3-7550 


bility for sound economic spending 

policies as a very personal matter. 

We are the ones to lose if the Rus- s 

sian economic attack succeeds and our Inland Mort a e Cor oration 
dollar money system fails. g g p 


“The first essential for a sound dol- PIQUA, OHIO 
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lar is progressively more efficient pro- 
duction of goods and services what- 
ever our This means 
emphasis upon improving methods, 
better quality, and the challenge of 
meeting competition where it really 


business is. 


counts—in doing a better job and not 
just in bidding for volume without 
consideration of return on investment. 
There must be good profits, earned 
from hard, efficient work, to provide 
the funds for still better new machin- 
ery and equipment. Government must 
protect the public against unfair prac- 
tices, but not harass business to the 
point of inefficiency. 

“The second essential for a sound 
dollar is to insist that governments at 
all levels live within their means. 
There is no limit to human wants 
nor will there ever be—but there are 
definite limits as to what can be pro- 
vided to meet these wants and how 
much people are willing to pay for 
them. We must stop kidding ourselves 
that if the money comes from govern- 
ment, someone else pays for it. The 
entire tax progression beyond the first 
income tax bracket provides little 
more than 12 per cent of all federal 
tax revenue; only 2 per cent of the 
government’s income comes from 
brackets over 50 per cent. Our na- 
tional debt is now roughly $290 bil- 
lion. In addition, there are nearly 
$100 billion in c.o.d.’s for future high- 
ways, housing and similar projects 
PLUS $350 billion in pension and 
benefit payments to be made to civil- 
ian employees of the government and 
veterans. This is a total of $750 bil- 
lion to be paid if nothing new is 
added. It should be clear that com- 
mitments for an enormous amount of 
government spending already have 
been made 

“A third essential is a tax policy 
which fosters initiative rather than 
stifles it. As seen, there is little in- 
come left to be taxed in the so-called 
upper brackets. We must 
taxes to be used to keep people from 
working hard, investing in new ideas, 
and providing the spark 
which makes our system work. 


not allow 


generally 


“A fourth essential for a sound dol- 
lar is a monetary policy to help sta- 
bilize the purchasing power of the 


dollar. While the Federal Reserve 
cannot fight inflation alone, it can 
and does do a heroic job trying 


to resist excessive demands for pri- 


vate and public credit by 


general 
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control measures. The Reserve au- 
thorities need encouragement, not dis- 
couragement in doing their work. 
“Fifth, there must be confidence at 
home and abroad that economic poli- 
cies in our country will not be 
changed toward excessive government 
spending and more inflation. It is not 
enough that the dollar be sound today 
which it most certainly is—but peo- 
ple everywhere must have reasonable 


assurance that it will remain sound 


indefinitely so they can make longer- 


range plans with confidence. 

“The major test of the 1960's is to 
keep a sound dollar. Meeting this test 
won't be easy, but it can be done—if 
we really want a sound dollar and are 
prepared to fight for it along the lines 
just mentioned. 

“Many other tests are ahead: 

“The Business Cycle—In all prob- 
ability the 1960’s will be marked by 
two or three recessions. The severity 
will be in direct relation to the extent 
of the preceding boom.” 
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GENCO 
Portable 
Challenger 


Weighs only 
14 pounds 





THE BIG pHoto COPY MACHINE 
WITH THE small PRICE 


Get copies in seconds! Up to 90 copies per hour! 


The Genco is simple to oper- 
ate. Copies anything printed 
or written . . . in all colors. 
Every copy is clean and 
sharp. No darkroom re- 
quired. No washing or fixing. 









Mortgages 

Deeds 

Statement cards 
Loan applications 
Surveys 

Canceled checks 
Up to size 

9!/," x | 5" 

Larger size models 
available 
























Write for Free Literature 
on all our models and in- 
quire about how you can 
qualify for a Lifetime Serv- 
ice Guarantee. 








Motor driven model $l 19 





Only $95 | 











15 SUMMIT AVENUE 


GENERAL PHOTO PRODUCTS CO., INC. 


Manufacturers 


e CHATHAM 2, N. J. 





WE'RE SHORT THIS MONEY 


Everyone knows we're short quite a bit of money this 
year to do all the things the country wants to do and to 


build all the houses that the demand calls for. 
just how much of the green stuff is lacking? 


But 


Answer: Just over a 


billion dollars according to this estimate 


Wanted and needed: More than 
one billion dollars to meet the short- 
age of capital that, the experts say, 
will be serious this year. They have 
been saying that over and over again, 
but the investment house of Salomon 
Bros. & Hutzler pinpoints the actual 
shortage of capital. 

The anticipated demand for funds 
will require about $27.7 billion during 
the year. A $1.1 billion deficiency in 
supply will amount to 4 per cent of 
the total. 

The following is the estimates of 
the accumulation of long-term funds 
in 1960 by a selected group of savers, 
and estimates of the demand for capi- 
from private borrowers, States, 
and public revenue 


tal 
municipalities, 
projects: 


Supply of Long-Term Funds 





Billions 

Life Insurance Companies $ 4.9 
Mutual Savings Banks........ 1.3 
Savings and Loan Associations. 6.6 
Corporate Pension Funds(1) 3.7 
State and Municipal Retire- 

ment Pension Funds ...... 1.9 
Fire and Casualty Insurance 

COMMORENS . . we cece 1.3 
Other Long-Term Funds(2) 6.9 
Net Supply of Long-Term 

PUNE X sab -dcanece sale $26.6 

1) Not funded with insurance com- 
panies. 


2) Available for investment in real es- 
tate mortgages, tax-exempt, and corporate 
securities by individuals, personal trusts, 
non-corporate pension and retirement tunds, 


foreign accounts, non-profit organizations, 
and other long-term investors not included 
in the above categories. 


Demand for Long-Term Funds 


Billions 
Real Estate Mortgage Financ- 
ee enn 
State, Municipal and Public 
Revenue Authority Financ- 
ND sas aU tia eens a 3.9 
Corporate Financing*(5)..... 8.9 
Demand for Long-Term Funds $27.7 
Indicated Deficiency of Long- 
Term Funds in 1960....... $ 1.1 


3) Based on estimated starts of 1,150,- 
000 housing units, and a gross demand 
for mortgage funds of $27.8 billion. From 
this gross figure estimated amortizations 
and repayments of $10.8 billion, Govern- 
ment Agency purchases of $0.8 billion, and 
commercial bank acquisitions of $1.3 bil- 
lion have been deducted. 

4) Based on estimated gross borrowings 
excluding refundings) of $7.6 billion, 
from which estimated maturities and sink- 
ing fund purchases of $3.1 billion and 
$0.6 billion of commercial bank acquisi- 
tions have been deducted. 

*Including foreign and _ International 
Bank borrowings in the United States. 


5) Based on estimated gross flotations 
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Title Insurance is fundamental protection for the safety of 
mortgage investments. The Title Guarantee Company, with 76 years’ 


experience, renders complete Title Insurance service in: 


Arkansas Georgia North Carolina Utah 
Delaware Louisiana Ohio Virginia 
District of Maryland South Carolina West Virginia 

Columbia Mississippi Tennessee Puerto Rico 
Florida New Mexico Texas 


THE TITLE GUARANTEE COMPANY 
Home Office: TITLE BUILDING + BALTIMORE 2, MARYLAND 
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of $8.6 billion of domestic bonds, $0.5 bil- 
lion of foreign and International Bank is- 
sues, and $2.8 billion of preferred and 
common shares, from which estimated ma- 
turities, sinking fund and other redemp- 
tions of $3.0 billion have been deducted 


Increases in savings accounts in 
commercial banks have 
counted in the supply of long-term in- 
vestment funds, because such deposits 
are only partially invested in the types 
of obligations that make up the de- 
mand categories listed. As an offset, 
commercial bank purchases of mort- 


not been 


gages and tax-exempt securities have 
been deducted from the estimates of 
demand from these sources. 
Treasury financing is excluded. 
Nevertheless, debt 
tions could have a major impact dur- 


Treasury opera- 
ing the year on the level of interest 
rates, as well as the present yield 
structure for Government securities. 

Although 
agement program is limited by law 
and by market conditions to maturi- 
Congress 


currently its debt-man- 


ties of five years or less. 








may act to eliminate or modify the 
+4 per cent interest rate ceiling for 
bonds. 

Should the Treasury be relieved of 
this restriction, it will certainly offer 
advance refundings to holders of some 
of its outstanding issues, and possibly 
sell limited amounts of long-term 
bonds for cash as well. 


“Shifts in our international rela- 
tions, Federal legislation, and possible 
new labor stoppages also may make 
reconsideration of these es- 
timates at a later date,” the survey 
says. “Although some current fore- 
casts predict a slow-down in the sec- 
ond half of the year, the upward 
movement in the economy is expected 
to continue at least during the first 
six months. Some increase in the price 
level is likely to occur. 


necessary 


“No let-up in the demand for bank 
credit in an already tight money mar- 
ket is anticipated, nor is there any 
sign of any early relaxation of Fed- 
eral Reserve restrictive policy.” 


NOW OFFERING VERY DESIRABLE 
ST. LOUIS AREA MORTGAGE INVESTMENTS 
call for our complete list today = parkview 5-9300 


UNION LIKES 
FHA AND VA'S 


Slowly but surely new buyers of 
mortgages are coming to appreciate 
the advantages of this type of invest- 
ment—but the emphasis still is on the 
“slowly.” After a decade of rather 
intensive effort to demonstrate to pen- 
sion trusts the appeal which mort- 
gages should have for them, some 
progress has been made but the road 
ahead stretches far into the future be- 
fore any real volume is likely to be 
attained. 

But here and there one encounters 
real success stories in introducing 
mortgages to purchasers who have not 
heretofore been interested in them. 
One such instance is what the Inter- 
national Brotherhood of Electrical 
Workers, AFL-CIO, has done. Here 
is a Union that has bought about 
$80,000,000 of VA and FHA loans 
for their pension and insurance funds. 








ershman 


INVESTMENT CORP. 


12S. HANLEY ROAD - 


ST. LOUIS 5, MISSOURI 
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In addition, it holds about $20,000,- 
000 in military housing loans. The 
Union has made more than 325 VA 
and FHA loans in the Chicago area, 
totaling more than $5,000,000, within 
the past three years, according to 
Maurice A. Pollak, executive vice 
president, Draper and Kramer, Inc., 
Chicago. The Union prefers to keep 
its mortgages around $15,000 and 
some of the VAs have been made 
with no down-payment. Joseph D. 
Keenan, secretary of the IBEW, is 
enthusiastic about the mortgage in- 
vestment program. 

“This is one of the best things 
we've done. We have made 12,000 
VA and FHA insured loans through- 
out the country and have been forced 
to foreclose on only about seven. 

“We have had the satisfaction of 
being able to help many young peo- 
ple with growing families to buy a 
home and at the same time provide 
employment for our members.” 

Keenan said the mortgage loans, 
made at steadily rising interest rates, 
now yield the IBEW an average re- 
turn of 434 per cent. 

Yields will be higher on current VA 
and FHA insured loans, which now 
carry a 5% to 5% per cent interest 
rate, and are being bought for the 
IBEW at 2 to 6 points discount. 

Since embarking on a large-scale 
residential mortgage program five 
years ago, the IBEW has built up its 
VA and FHA insured loan accounts 
until it now approximates almost 50 
per cent of the $170 million pension 
and insurance fund. 


> REAL BIG: That FNMA is a big 
undertaking is well recognized but 
just how big is a little startling even 
to those most familiar with its opera- 
tions. The figure that usually sets 
people back on their heels is the grand 
total of holdings —- FNMA holdings 
at the end of last year were $5,582,- 
000,000 of residential mortgages. That 
is everything, holdings under the spe- 
cial assistance programs, secondary 
mortgage acquisitions and the hold- 
ings in the management and liquida- 
tion portfolios. Total acquisitions last 
year were $1,908,000,000, largest in 
FNMA history — bringing secondary 
mortgage and special assistance oper- 
ations to $3,618,000,000. 

> LEFT ON THE PAD: For pic- 


turesque language from a place where 


picturesque language is certainly not 
uncommon, this month’s prize can go 
to one of the minority in the House 
Banking and Currency Housing Sub- 
Committee report on the Rains Bill: 
“We suspect that some place along 


the line this (Rains) bill will be put 
to sleep quietly and that it won't 
even reach the desk of the President. 
We think this presently misguided ef- 
fort to orbit Federal spending will be 
allowed to frizzle out on the pad.” 





51 EAST 42ND STREET 





ATTENTION: MORTGAGE ORIGINATORS 


Our business is selling FHA and VA Mortgages to the 
secondary market. If you seek Takeout Commitments, 


we urge you to consult us. 


EDWIN F. ARMSTRONG & COMPANY 


MURRAY HILL 2-1176 


NEW YORK 17, N. Y. 











DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner’s and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan’s Oldest 


Title Insurance Company. 


ABSTRACTS and TAX reports on real property in 
metropolitan Detroit. We act as ESCROW Agents 
in all matters involving real estate transactions. 





ABSTRACT & TITLE GUARANTY CO. 


735 GRISWOLD .- 


DETROIT 26, MICHIGAN 
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SERVICE TESTED AND PROTECTION PROVED .-csececes.. oe 





a Your Hallmark of quality in title service and insurance ..... 


in National Experience 


“ee ee @ 


Local know-how 


x Registered Trade Mark of 


lawyers ‘itle 


Insurance ( poration 


Home Office ~ Richmond . Virginia 


CAPITAL, SURPLUS AND RESERVES OVER $21,000,000 


LAWYERS TITLE SERVICE AVAILABLE IN 44 STATES INCLUDING HAWAII; AND IN THE DISTRICT OF COLUMBIA, PUERTO RICO AND CANADA. NATIONAL TITLE 
DIVISION OFFICES: CHICAGO, DALLAS, DETROIT AND NEW YORK. THOUSANDS OF APPROVED ATTORNEYS LOCATED THROUGHOUT THE OPERATING TERRITORY. 
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THE MONEY 
THAT'S NEEDED 





TO MAKE THE 
MORTGAGES NEEDED 


E CAN be sure of one or two 

things about the mortgage 
credit situation in the years ahead: 
That the demands for credit will be 
enormous and that we shall be under 
increasing strain to supply enough 
credit to meet these demands as the 
decade advances. Can we, or how 
shall we be able to, meet the demands 
for an increasing volume of credit to 
build the houses, factories, stores, and 
all the other types of privately fi- 
nanced structures, along with those 
for vast amounts of credit needed for 
all the other private and governmental 
requirements we shall encounter over 
the next decade? 

The demand figures are staggering. 
Population will increase in the range 
of 26 million to 43 million. The num- 
ber of nonfarm households will in- 
crease in the range of 7.7 to 10.5 mil- 
lion. To take care of them means the 
building of four to five new Chicagos. 
It means more than this because these 
Chicagos won’t be new. Besides all 
the additional facilities that will have 
to be financed, vast amounts will be 
needed to combat deterioration and to 
replace existing facilities that are no 


Sek yaa, SES 


Mortgage Banker 


PERE YS SE. 


By Miles L. Colean 


“The most serious and the most continuously pressing economic 


and political problem of the new decade 


in Mr. Colean’s 


” will be, 


view, the problem of getting enough savings to finance the 


expansion and growth which it is evident we will have in the 


immediate years ahead. Demand will be massive and for residential 


real estate financing there will be the continuing problem of getting 


the money for all the mortgages that will be here to be made. 


longer suitable for the era we are en- 
tering. 

On the assumption of no greater a 
rate of improvement in the standard 
of living in real terms than we have 
had over the past decade, I have esti- 
mated that total outlays for new con- 
struction alone during the 1960's will 
come to $670 billion. This figure in- 
cludes major additions and alterations, 
but it does not include expenditures 
for minor improvements to, or the re- 
pair and maintenance of, our existing 
stock of structures. Nor does it in- 
clude the cost of land for the new 
structures, for which money must also 
be found. To give a few individual 
items, new dwelling units (exclusive 


of land) would, according to my esti- 
mates, take $185 billion, factories, $40 
billion and commercial buildings of 
all types, $50 billion. Altogether, 
new private construction would easily 
take $465 billion. In addition, new 
government construction of all kinds 
and at all levels, which also to a great 
extent is bought on credit, will prob- 
ably come to $200 billion. Mainte- 
nance and repair would increase these 
figures by at least a third. These fig- 
ures are in dollars of 1959 value. 
Although we are interested in fi- 
nancing real estate in all its ramifica- 
tions, we have to bear in mind that 
there are many other claimants for 
funds. Producers’ durable equipment, 
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business inventories, consumers’ du- 
rable goods must also be provided for. 
Last year the net addition to outstand- 
ing credit for all purposes came to a 
little over $61 billion. Although the 
total net credit additions this year will 
be less-—probably in the neighborhood 
of $54 billion—because of the lower 
Treasury requirements, we shall soon 
again be back to the $60 billion figure. 
By the end of the decade, if net in- 
creases in credit continue to be close 
to their present relation to the gross 
national product, we shall want each 
year something between $80 billion 
and $85 billion. In addition, of course, 
the 
through equity investment in the pri- 


there will be financing done 
vate sector and by the direct expendi- 
ture of tax money in the public area. 
I am unable to estimate this total 
package 

The demand, however, is obviously 
massive. To meet it will require an 
equivalent volume of private savings, 


The 


Since 


bank credit, and tax revenue 
mix will vary from year to year. 
I assume that the tax load does not 
permit of much expansion and that 
it is advisable to keep the supply of 
bank 


range, the main dependence will be 


credit within a fairly narrow 
on private savings. This will certainly 
be true of real estate financing which 
looks largely to institutionalized sav- 
ings for its sources of credit. 

How are we to get these savings? 
That I suspect will be the most serious 
and the most continuously pressing 
economic and political problem of the 
new decade. 

What sort of formula is involved? 
First, international peace is a pre- 
requisite. With a major war, all bets 
are off for this and for probably a 
good many future decades. 
small war, like the Korean embroglio, 
would badly strain the possibilities. An 
uncertain peace, such as we have had 
since 1953, will cause strain enough 
if the armament burden continues to 
rise as it has during recent years. Real 
peace, however, would be a different 
matter. Peace is never costless; but it 
is conceivable that in time its present 
cost might be reduced. Think what 
might be done, for example, if the 
armament burden could be cut in half 
during the next five years. The result- 
ing $150 billion that might go into 
the investment stream over a ten-year 
period would in itself go far to assure 


Even a 
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that the problem of the supply of sav- 
ings could be solved. Peace in the 
world, therefore, must be a primary 
objective. 

The second requirement is a stable 
dollar. On the basis of simple arith- 
metic it is certain that, if the dollar 
continues to lose value, all the calcula- 
tions would have to be revised up- 
ward. Since, moreover, when the dol- 
lar does lofe value, the loss comes out 
of accumulated savings, the difficulty 
of reaching a balance between the de- 
mand and the supply of funds would 
But the effect is more 
The fact or the ex- 


be increased. 
serious than this. 


pectation of a decline in the dollar in 





itself greatly stimulates the demand 
for credit at the same time as it dis- 
courages current saving. It dissipates 
income in consumption and specula- 
tion. It strikes at the very roots of 
growth. Consequently, inflation, like 
war, has to be avoided if we are to 
have the supply of funds that our pros- 
pective financing requirements indi- 
cate. 

There are other things that would 
be helpful in assuring a desirable sup- 
ply of credit. Primary among these 
are a more efficient use of our re- 
sources through eliminating wasteful 
labor practices and eliminating sub- 
sidies for producing commodities that 
are not wanted as well as payments for 
not producing. Payments for unneeded 
labor or unneeded production do not 
make for real growth. Again, the 
availability for true investment pur- 
poses, either private or public, of 
amounts equivalent to those of present 
waste would aid materially in meeting 
our problem. So also would a tax 


system that was clearly designed to 
induce growth rather than to encour- 
age high corporate living and over- 
emphasis on debt financing. 

If we can assume that we can make 
real progress in establishing peaceful 
international relations, in avoiding in- 
flation, and increasing the efficiency of 
our economy—a big order I admit— 
we should have no grave difficulty in 
meeting impending requirements for 
credit in total. This does not neces- 
sarily imply, however, that the mort- 
gage sector will encounter no greater 
difficulty than the rest. On the con- 
trary, it may well have greater diffi- 
culty. 


This decade will see: a popu- 
lation increase of from 26 
to 43 million people, a 
non-farm household 

gain of from 7.7 

to 10.5 million 


The total outstanding mortgage debt 
on residential and commercial prop- 
erty is in the neighborhood of $184 
billion—the largest single category of 
debt except that of the federal gov- 
ernment. The net increase last year 
was close to $24 billion. Of both. to- 
tal outstandings and average annual 
increment mortgages on one- to four- 
family structures amounts to about 
three-fourths. By 1970, outstanding 
home mortgage debt may well be 
pushing the $300 billion level and to- 
tal mortgage debt, $375 billion. These 
figures are based on several recent 
projections and are in line with the 
private construction estimates previ- 
ously offered. While I disclaim them 
as positive forecasts, they at least are 
suggestive of the magnitude of the 
mortgage credit requirement. 

Where will such an amount of 
money come from? Today mortgage 
lending is a highly institutionalized 
process. All but about 12 to 15 per 


cent of it, moreover, comes from four 


classes of institutions — savings and 
loan associations, life insurance com- 
panies, mutual savings banks and 
commercial banks. Of these, only sav- 
ings and loan associations may be con- 
fidently counted on to maintain their 
recent rate of increase in mortgage 
holdings. During the new decade, the 
others can be expected to show de- 
clines in respect to their own mortgage 
investments as a ratio of the total. 
The difference must be made up else- 
where, and despite the most optimistic 
estimates of savings and loan growth, 
an increasing part of it will probably 
have to come from outside the pres- 
ent principal institutional sources. 
That there is a trend in this direction 
is evidenced by data prepared by the 
Department of Commerce for the past 
several years. The outside sources I 
refer to are individuals, pension funds, 
endowments, and other trust funds. 

Existing facilities for tapping these 
sources are primitive. One of the chal- 
lenges of the decade will be to develop 
better facilities. The possibilities are 
great. The potential of direct indi- 
vidual investment in mortgages is a 
thoroughly unexplored quantity but 
the growth of the mutual security in- 
vestment funds suggests that if suitable 
media were available, the results 
would be rewarding. About the pen- 
sion and endowment areas there can 
be no question. Asset growth here is 
at rate exceeding that of any of the 
principal institutional groups I have 
mentioned. 

Some new institutional inventive- 
ness is in order. A few encouraging 
efforts are under way; but more needs 
to be done. The original concept of 
private national mortgage associations, 
which was discarded in the legislation 
of 1948, might be dusted off and 
looked over for its possible applicabil- 
ity. The regulated investment com- 
pany or mutual fund in the securities 
field offers another promising model 
that could, with some changes in the 
Internal Revenue Act, be readily 
adopted to the purpose. 

» U. S. CREDIT IN HOUSING: 
Government credit support for hous- 
ing in a time of inflation may seriously 
interfere with over-all economic sta- 
bility, according to Leo Grebler, pro- 
fessor of real estate and urban land 
economics at the University of Cali- 
fornia, and formerly on the staff of 
the President’s Council of Economic 





Advisers. His study, Housing Issues 
in Economic Stabilization Policy, has 
been released. 

Reviewing the recent history of 
developments in the housing field, 
Grebler notes several occasions where 
federal credit aids designed to en- 
courage residential construction were 
in conflict with economic stabilization 
policies. 

As an example, the experience of 
early 1955 is cited, “when the market 
for new homes was beginning to show 
clearly the signs of threatening over- 
supply. . An attempt to maintain 
the current level of construction would 
have increased the upward pressures 


This decade 

will see: enough 
expansion and building 
to equal four to five new 


Chicagos . growth well 


calculated to pose problems 
never seen before 


on building costs, land values, and 
house prices. Higher prices, in turn, 
would have canceled much if not all 
of the reduction in financing costs 
and would have defeated the purpose 
of the credit liberalization in addition 
to kindling the fires of inflation.” 
Selective credit controls on FHA and 
VA loans at that time helped to 
restore balance between housing de- 
mand and supply and to curb price 
increases. In addition, these controls 
reinforced the policy of general mone- 
tary restraints. 

There is a difference in the time 
dimension of national housing objec- 
tives and economic stabilization policy, 
Grebler notes. “Because the annual 
volume of residential construction is 
exceedingly small in relation to the 
total housing stock, at best 3 per cent, 
national housing objectives can only 
be attained over a very long time; as 
the failure of the veterans’ emergency 
housing program of 1946-1947 demon- 
strated, there are no short cuts. 


Economic stabilization policies, on the 
other hand, necessarily have a much 
shorter time horizon.” If government 
credit support for housing is tightened 
during upswings in the business cycle, 
market demand for housing will mere- 
ly be postponed, not lost permanently. 
This is not true for goods and services 
with shorter consumption periods, he 
adds. 

While it is often supposed that gov- 
ernment policy makers have used 
housebuilding as the “balance wheel 
of the economy” to counteract gen- 
eral economic fluctuations, the record 
since 1948 does not bear this out. “On 
residential construction 


the whole, 






expenditures usually conform posi- 
tively to business fluctuations with a 
lead.” 

However, supply of housing credit 
has tended to fluctuate in a counter- 
cyclical manner. “When there was 
slack in the economy at large and 
the supply of funds was ample relative 
to demand, credit became more read- 
ily available for home building and 
home purchase inflexible interest 
ceilings on government-underwritten 
loans have reinforced these market 
influences.” But because of time lags 
between the initiation of housing fi- 
nancing and actual construction, these 
factors, Grebler notes, have produced 
“less than counter-cyclical results.” 

Government credit insurance covers 
the most volatile part of the mortgage 
market. During the 1948-1957 period, 
the annual amount of government- 
underwritten loans ranged from $3.6 
to $10.2 billion. This compares with 
a range of $7.9 to $18.6 billion for 
conventional home mortgages. 
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HE net yield, after deducting all 
expenses, determines to a great 
extent the acceptability of one type 
investment when compared with an- 
other. This is a particularly pertinent 
subject at the present time from the 
standpoint of those interested in the 
mortgage With yields on 
many types of investments now at 30- 
year highs and with interest rates on 
FHA VA mortgages frozen at 
artificially low the mortgage 
loan is more and more finding itself 
in an unfavorable position from a 
yield standpoint. 


business. 


and 
levels, 


In former days, mortgage loans 
were relatively inexpensive to handle. 
Usually, there were only two pay- 
ments per year per loan. The ac- 


counting for these two payments and 
checking taxes and hazard insurance 
represented the total servicing—unless 
and until a loan went into default. 
The situation now is entirely differ- 
ent. With the advent of the monthly 
payment loan and the inauguration of 
the FHA and VA loan plans, the 
servicing of mortgage loans now in- 
volves a multiplicity of details includ- 
ing many varied types of forms and 
the interpretation of governmental 
regulations by the score. In fact, it 
really requires the employment of ex- 
perts in many different fields if one is 
to be sure that proper servicing is 


given to the present-day mortgage 
portfolio. 
It stands to reason that these 


changes would bring about increased 
costs in the servicing of mortgage 
loans. Fortunately, however, mort- 
gage loan people have been alert to 
the problem and many forward steps 
have been taken to reduce costs. Most 
of these steps revolve around the elim- 
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ination of duplication of effort and 
the simplifying of procedures. In this 
connection, tribute should be paid to 
the Mortgage Bankers Association of 
America and its various committees 
in effectively pointing up the problem 
and suggesting means and methods of 
meeting it. Through servicing clinics, 
through committee meetings and ne- 
gotiations with the affected govern- 
ment agencies, many forward-looking 
steps have been taken. It will be suffi- 
cient to emphasize the point if we 
briefly reflect on the improvements in 
the handling of hazard insurance pol- 
icies, hazard insurance taxes 
and accounting procedures. 

One further matter now under con- 
sideration and which has received 
considerable attention by MBA is that 
of auditing of servicing agents by in- 
It is admitted that auditing 
procedures of consume a 
great amount of time not only on the 
part of the investor but of the servic- 
ing agent. It must be kept in mind 
that the servicing agent is visited by 
auditors of each of its investors; and 
each time an auditor arrives, it neces- 
sarily disrupts the operation of the 
servicing agent. Not only must the 
members of his staff give courteous 
help and attention to the auditor but 
desk space must be provided and reg- 
ular routines must be held in abey- 
ance until the audit is completed. In 
addition, many servicing agents will 
be visited by auditors of the FHA 
from time to time. 

From the standpoint of the inves- 
tor, if he is going to a really good 
job, he must have a trained staff of 
accountants constantly visiting his 
servicing agents. They must be spe- 
cialists in their field. A peculiar prob- 


losses, 


vestors. 
investors 


lem also presents itself in that each 
investor confines its audit to only one 
segment of the books and business of 
the servicing agent—that is, the seg- 
ment involving that particular inves- 
tor. This, in itself, involves some 
tedious reconciling procedures. The 
question has been raised by many at 
various times as to whether there is 
not a better way to do this job. 

The pertinent suggestion which 
came to the forefront was that all 
servicing agents are regularly audited 
by their CPA and that if this CPA 
could furnish an appropriate certifi- 
cate to each investor, a major portion 
of the effort of the investor and the 
inconvenience to the servicing agent 
could be avoided. The point is made 
that the CPA is going to audit the 
books of the servicing agent in the 
regular course of business and why 
could not the duplication of effort be 
avoided just as we have eliminated 
such duplication in other phases of 
mortgage servicing. Certainly, there 
would be no question about the hon- 
esty, integrity and ability of a recog- 
nized CPA. We rely upon their cer- 
tificates in many other phases of our 
investment work and there is no rea- 
son why we should not be willing to 
rely upon their certificates for this 
purpose. Stop and think if this could 
be done, the savings to all would be 
tremendous. Let us now explore the 
possibilities of bringing this about. 

The one big problem is to get all 
investors to agree on a form of cer- 
tificate to be furnished by the CPA 
which would meet the requirements 
of those investors. This problem prob- 
ably arises from the fact that different 
investors audit their servicing agents 
in varying degrees of detail. Since 


s Give [t a kar Trial 





they are accustomed to auditing cer- 
tain records and certain 
types of information, the natural ten- 
dency is to expect that same type of 
information from the CPA. 

In the case of our company, we de- 
cided to do a little experimenting. 
First, we made a careful study of 
what our auditors had been checking 
when auditing the accounts of a serv- 


receiving 


icing agent because we felt we should 
not require the CPA to give us any 
more information than we were al- 
ready maintaining under our presént 
system. To summarize, we found that, 


in the main, we were (a) balancing 
our escrow funds against the bank 
accounts, (b) ascertaining that the 


bank accounts were maintained in 
such form as to preserve the benefits 
of FDIC insurance, (c) verifying of 
principal balances and instalment due 
dates between our records and those 
of the servicing agent, (d) test check- 
ing hazard insurance procedures and 
checking tax procedures. 
These were the major things we were 
doing so we reached the conclusion 
that if the CPA auditing the servicing 
agent did this for us, certainly we 
would be just as well off as under the 
old system. In studying the problem, 
reached the conclusion that the 
main thing in which we really had an 
interest was to be sure we were repaid 
our money with interest and that all 
other matters involved only incidental 
details. Therefore, it occurred to us 
that we should keep an open mind 
and be as flexible as possible on these 
matters of detail as long as we felt 
reasonable effort was being 
taken to insure the integrity of our 
investment. 

At that point, we prepared a cer- 


e test 


we 


every 


Speaking of cutting 
operations, as about 


costs in mortgage loan 
everyone in mortgage lending 


is doing, the single audit could well be the real 
Giant Step Forward. Anyone in the business can 
see at once what tremendous savings would 
result. Here is the case for the single audit and it 


is a Convincing one. 


Further, it’s backed up by 


a record of successful expertence—the experience 


of an investor. The 


single audit seems to be 


something that would greatly benefit both principal 
and correspondent, and deserves the most careful 
consideration of both. A full exploration of the 
possibility of the single audit is a project of 

this year’s Research Committee headed 


by Lon Worth Crow. 


By EHNEY A. 


CAMP, JR. 





Vice President and Treasurer, 


Liberty National Life Insurance Company, Birmingham 


tificate embodying the above points. 
That certificate reads as follows: 
In connection with our regular 
annual examination of the accounts 
and records of 


as of we wish 
to report as follows: 
We examined escrow funds on 


loans serviced by that company. All 
escrow funds applicable to your 
loans shown by the company’s rec- 





ords as being on hand on_ aia 
were reconciled to the balances 
shown in the bank statements cov- 
ering custodial funds deposited for 
your loans, and the amounts shown 
on deposit were confirmed by di- 
rect correspondence with the de- 
positories. 

It is our opinion that the escrow 
accounts are being maintained in 
accordance with Section 330.4 of 
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the rules and regulations of the 
Federal Deposit Insurance Corpo- 
ration which relates to deposits in 
and that this 


is exercising due care and 


custodian accounts: 
service! 
rec- 


diligence with respect to the 


ords he maintains of escrow funds. 
We 
made by the servicer of the prin- 


reviewed the comparison 
cipal balances and installment due 
dates between your records and the 
servicer as of De- 

. It is our opinion 
variations determined to 


records of the 
cember 31, 19 
that any 
exist have been correctly adjusted 
where necessary on the records of 
the servicer. 

We 
number of hazard insurance policies 
and have determined that they are 
in insurance companies on your ap- 


proved list, are currently in force, 


reviewed a_ representative 


amounts as to cover 


in the name 


are in such 
the indebtedness, are 
of the current property owner and 
contain a mortgage clause covering 
your interest. 

We reviewed the procedures fol- 
lowed by the servicer in verifying 
payment of taxes applicable to your 
and satisfied that 


proper procedures necessary to sub- 


loans ourselves 


stantiate the accuracy of the tax 


certificate heretofore furnished to 


you are followed. 

It will be noted that a portion of 
this that re- 
quired by the FHA from those serv- 
icing agents authorized to commingle 


certificate is similar to 


funds 

We then submitted this form of cer- 
tificate to our servicing agents with 
the request that they discuss it with 
their CPAs and determine how much 
extra effort would be involved in sub- 
mitting this certificate to us signed by 
the CPA. We made it clear to ou 
servicing agents that we were con- 
ducting an experiment and we would 
like to have their assistance and co- 
operation in studying this highly in- 
teresting problem. The cooperation 
we received from our servicing agents 
was most gratifying and we are in- 
debted to them for helping us learn 
something about this problem. 

In a few cases, the CPA indicated 
that additional cost would be involved 
in furnishing the certificate. In a 
very few cases, the suggested amount 
of additional cost was exorbitant and 
it was clear that there was some mis- 


22 THE MORTGAGE BANKER + March 1960 


understanding on the part of either 
the servicing agent or the CPA. At 
that point, we made a further expla- 
nation of just what we had in mind. 
We pointed out that if the CPA was 
to make a complete audit of the ac- 
counts of the servicing agent that he 
would naturally have to audit our seg- 
Surely, the 


ment of those accounts. 


Outdated, 


Is the duplicate 
of those 


lending that belongs to a day that has 


passed, to a time when 


outmoded facets of mortgage 


the origination 


means that we shall now be able to 
devote our attention to those situa- 
tions where we feel we can do the 
most good. Certainly, when we es- 
tablish a new servicing account, we 
need plenty of time to visit this new 
servicing agent and explain our sys- 
tem, our procedures and our require- 
ments. We would be hopeful we could 


Outmoded 2 


audit, in effect, one A 





side of the partnership had not attained 


the maturity it has now? In the answer may be found the key to 


one of the greatest cost-cutting methods available. Says Mr. Camp: 


“  . . all servicing agents are regularly audited by their CPA and... 
if this CPA could furnish an appropriate certificate to each 


investor, a major portion of the effort of the investor and the 


inconvenience to the servicing agent could be avoided. The point 


is made that the CPA is going to audit the books of the servicing 


agent in the 


regular course of business and why could not the 


duplication of effort be avoided just as we have eliminated such 


duplication in other phases of mortgage servicing? Stop and think 


if this could be done, 


the saving to all would be tremendous. 


“The one big problem is to get all investors to agree on a form 


of certificate to be furnished by the CPA which would meet the 


requirements of those investors 


CPA would check the escrow funds 
and, if so, should be able to certify 
without any extra effort that our es- 
funds are properly accounted 
for. In most of the cases, however, 
we were advised that the additional 
work involved would be nominal and 
the extra cost, if any, would also be 
nominal. Based upon this study be- 
tween our Company and the servic- 
ing agents over a period of many 
months, we then decided that we 
would use this system as a part of our 
regular procedures. 


crow 


Does this mean that we shall never 
audit the accounts of any of our serv- 
does not. It only 


icing agents? It 


make some intelligent suggestions to 
this servicing agent which might be 
of assistance to him not only in con- 
nection with our business but his en- 
tire portfolio. In addition, where the 
delinquencies of a servicing agent ap- 
pear to be abnormal, if we note a 
laxness on the part of the servicing 
agent, if reports are late and if pro- 
cedures seem to be breaking down, 
then our auditing staff will be readily 
available to devote attention to that 
servicing agent. I feel that our efforts 
will be much more fruitful under 
this type of plan and will enable us 
to render a better service to those 


Continued on page 35) 
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MORTGAGE BANKING’S FUTURE MAY REST IN PROPOSALS BEING MADE TODAY 


HERE seems to be little question of the 

necessity of obtaining in some manner more 
mortgage money than now appears to be in sight 
through present facilities for financing housing 
needs in the Sixties. That point was emphasized 
at both our NYU and SMU Senior Executives 
Conferences, and it has been mentioned often in 
the many forecasts for housing in the new decade. 
This, plus the present rather modest decline in 
home building — attributed 
unfortunately by some solely 
to “tight money” — has trig- 
gered a rash of proposals to 
“solve the problem.” Some of 
them appear to have consider- 
able merit if the means or fa- 
cilities suggested are properly 
organized, with reasonable as- 
surances that they would be 
operated on sound lines in 





B. B. Bass 


harmony with our free market 
economy. And it would certainly be an inexcus- 
ably hard-headed attitude to assume that a new 
facility or vehicle could not and would not be 
so organized and operated. Consider the won- 
derful record of the FHA and FNMA programs! 


It is our duty and responsibility to study all 
such proposals seriously, whether by leaders in 
government or interested trade associations, and 
render such assistance as we can in reaching the 
best possible solution. 


Like it or not—and I think we will like it— 
there most likely are going to be some changes 
in existing facilities and perhaps, in addition, a 
brand new facility. We will best serve the pub- 
lic’s interest as well as our own by keeping 
ourselves fully informed and being completely 
objective in our thinking. 


First, I strongly urge a study of Sen. Spark- 
man’s address, ““The Challenge of the 1960's to 
the Mortgage Banker,” given at our Conference 
in Chicago on March 1. It is no ordinary docu- 
ment, I can assure you, and we are deeply in- 
debted to Sen. Sparkman for preparing it for us 
on that occasion. Also read the National Asso- 
ciation of Home Builders’ proposal for a central 
mortgage bank and Bob Tharpe’s talk at the 


Southern California MBA in which he makes 
some suggestions for the long-term development 
of mortgage banking. Both of these are in the 
formative stages of development. 


A few words of caution are in order, however. 
Let’s not let the glamour and romance of new 
ideas which “‘are going to cure all our problems” 
blind us to the economic facts of life, which really 
are the basic “causes” of most of our present 
problems. Let’s not let any hopes or dreams for 
the distant future cause us to relax our efforts to 
effect immediate correction of obvious and easily 
remedied faults in our present facilities. Actually, 
all parties concerned—home builders, mortgage 
bankers, and home buyers—have done amazingly 
well with present facilities. The three things 
which have prevented present facilities from do- 
ing an almost completely satisfactory job, will 
also keep any facility from doing a job much 
better, if any. I refer to (1) inflation and the 
fear of more inflation which discourages savings 
in general and the investing of those savings dol- 
lars that are accumulated in fixed income invest- 
ments, whether mortgages or bonds secured by 
mortgages as proposed in some new facilities; 

2) inflexible interest rate ceilings on FHA and 
VA loans which freeze a large volume of these 
potential loans out of the competition for money 
when natural market forces yields above the 
FHA and VA ceilings; and (3) the unrealistic 
and unreasonable penalty the Congress still 
forces on the builder or seller of a house financed 
with an FHA or VA loan, to pay the loan dis- 
count for the borrower and give him a below- 
market interest rate. 


Congress should act now to restore confidence 
throughout the world in its intentions and in its 
ability to protect the present value of our dollar, 
to provide and support a market interest rate on 
FHA and VA loans, and completely remove 
without delay the penalty it has forced on 
builders to subsidize a below-market interest rate 
for FHA and VA borrowers. 


PRESIDENT 
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The World of Mortgage | 





Will this seemingly insatiable demand for capital continue right 
on as so many at year-end were predicting would be the case? 
Not so, said Dr. Jules I. Bogen, Professor of Finance, in his forecast 


of interest rates in 1960. 


There will be a decline of around 25 per cent 


this year. Reasons: The end of Treasury deficit financing, a drop of 
mortgage borrowing by about $4 billion. And the reason for the 

decline in mortgage borrowing is not because there is any less demand 
for homes, but because the money isn’t there to finance them. There 

are many great changes taking place in the American economy which will 
affect the capital markets for years to come and one is that American 


corporations are developing their own internal sources of financing. 


Dr. Bogen predicts a decline in the 
demand for new funds in the capital 
market of 25 per cent or so in 1960. 
He stated his feeling that there was 
also going to be a basic change in the 
capital during the coming 
year. He made this statement, he 
said, “without conditioning it on a 
decline in business activity.” The fac- 
tors behind this basic change and 25 
per cent predicted decline, Dr. Bogen 
gave as follows: 


market 


> The end of Treasury deficit 
financing. This he felt would be re- 
sponsible for the largest part of the 
Last year, the Federal Gov- 
borrowed 


decline. 
ernment and its agencies 
$10 billion, while this year, the Treas- 
ury will probably cut its publicly held 
debt. The Treasury will retire securi- 
ties on balance in the first half of this 
year, when the great flood of cor- 
porate tax receipts come in based on 
the upturn in corporate profits that 
took place in 1959. Moreover, Treas- 
ury trust funds which actually lost 
money in 1959 will be gaining a bil- 
lion and a half or two billion dollars 
this year. These funds will go into 
Treasury securities so that a small 
deficit is not inconsistent with net re- 
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payment of debt by the U. S. Treas- 
ury. Thus, even if the treasury agen- 
cies do borrow another billion dollars, 
which is quite probable, the treasury 
as far as the capital market goes will 
probably be even or perhaps be a net 
repayer of debt in 1960. 

> A decrease in mortgage borrow- 
ing of about $4 billion, to a level of 
about $16 billion in 1960. This de- 
crease is expected to account for the 
rest of the predicted decline in the 
1960 demand for money. This de- 
cline in mortgage borrowing will oc- 
cur because the quantity of money 
available to people wanting to buy 
homes will be reduced. It will not be 
due to a reduction in the demand for 
homes. 

Dr. Bogen said one of the great 
changes taking place in American 
business which he feels will affect the 
capital market for many years to 
come is the fact that American cor- 
porations are developing their own 
internal sources of financing. This de- 
velopment should be watched closely, 
according to Dr. Bogen, because it is 
going to affect the overall supply and 
demand for funds and the trend of 
interest rates. 


In discussing this new develop- 
ment, Dr. Bogen mentioned the fol- 
lowing points: 

> The biggest of these internal 
sources of financing is depreciation. 
As recently as 1946, the total depre- 
ciation allowance of all business cor- 
porations were only $41 billion. This 
year they will run around $22 billion. 
Big investments in new facilities and 
the use of the more rapid deprecia- 
tion authorized by the Revenue Act 
of 1954, because of the tax benefits 
they give, is tending to make depre- 
ciation larger and larger. This flow 
of depreciation money of unprece- 
dented magnitude will be augmented 
by corporate profits, which are also 
expected to reach an all time record 
peak. 

Corporate and non-corporate plant 
and equipment expenditures for 1960 
will be about $37 billion, predicted 
Dr. Bogen. This is very close to the 
1957 peak and $5 billion above the 
i959 total plant and equipment 
figure provided by the Department 
of Commerce. 


Dr. Bogen also expects inventory 
spending to be very heavy, especially 
in the first half of 1960. This inven- 
tory building for the whole of 1960 
could be in the neighborhood of $7 
or $8 billion. 


The projected increases in plant 
and equipment, and inventory spend- 
ing in 1960 will not offset the decline 
in Treasury and mortgage borrowing 
however, asserted Dr. Bogen. They 
will not because the funds needed for 
this spending will be acquired largely 
by the record cash flow of business 
will experience in 1960, and not by 
borrowing. 


Lending in 1960 





Since dividends tend to go up 
slowly lagging behind profit increases, 
record retained earnings will result in 
1960. Thus, from internal sources 
alone, American corporations are ex- 
pected to gather approximately $35 
billion with which to finance their 
plant and equipment, and inventory 
purchases. 

The conclusion is that the drop in 
government borrowing and the drop 
in mortgage borrowing in 1960 will 
be offset only to a small extent and 
not to a significant extent by an in- 
crease in business borrowing. 

In conclusion, Dr. Bogen gave the 
outlook for interest rates in 1960 as 
follows : 

1. The upward pressure on inter- 
est rates will lessen in 1960 due to a 
sharp drop in the total demand for 
funds. 

2. A softening of long-term inter- 
est rates could develop as the year 
progresses because of this reduced de- 
mand for funds. 

3. In the absence of a change in 
business conditions interest rates will 
not decline sharply; rather any de- 
cline will be slow and moderate be- 
cause of the big potential demand 
for mortgage money overhanging the 
market. 

4. Short term interest rates can be 
expected to increase. Further pres- 
sure on the short-term end of the 
market will be exerted by corpora- 
tions and commercial banks selling 
government obligations. 


>. A business downturn in the sec- 
ond half year would push the whole 
structure of interest rates, short and 
long, to a lower level before the end 
of 1960. 


To get a professional and scientific insight into 
the underlying factors which exert the most influence in 
mortgage lending and investing, each year since 1947 a group 
of MBA members have journeyed to New York University’s 
Graduate School of Business Administration to hear these 
factors explored and interpreted by recognized authorities. 


Since the country has been experiencing the most 
restricted credit conditions almost within memory, with 
rates rising to ever-increasing peaks, it was natural that 
this 1960 Senior Executives Conference would be slanted to 
“mortgage banking in an era of money stringency.” 


What was the consensus of conditions, of the general 
prospects, of the possibility of more money for mortgage 
investment or, looked at another way, the possibility 
for less money? On hand to report all developments was 
Leo M. Loll, Jr., instructor in banking and finance at 
the School. His summary was that, to use his own words, 
the outlook was “dismal, indeed.” 


“The economy, for the second time in a few short years, 
was in the grasp of a severe credit shortage. To make 
matters even worse, the tight credit situation was most severe 
in the mortgage market. Small wonder that the 1960 
Conference, when it convened, had a record attendance.” 


“The conclusions drawn by the majority of the 
Conference speakers were not happy conclusions for the 
mortgage bankers. Time after time, speakers referred 
to the mortgage fund prospects for 1960 in discouraging 
terms. Time after time the bankers were told of the 
great demand for homes only to be reminded that the funds 
to build these homes would not be forthcoming —unless 
mortgages become attractive enough as investments to 
divert funds away from alternative investment areas.” 


So, with Mr. Loll as our guide, let us go back to 
NYU for the best of the Conference. 
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A Let Up in Capital Demand 


There will be no relief from the acute credit stringency which 
now envelops the economy until and unless there is a marked 


decline in the demand for funds 


- which means until there 


is a decrease in the demand for money to expand and grow. 
The rise in interest rates and the scarcity of funds are due simply 
to the tremendous pressure for money to grow on, said Dean 
Joseph H. Taggart of the School. And even since Dean 

Taggart spoke, the situation he mentioned was matertalizing 
and the demand for funds by business and industry has shown 
some decrease from what was anticipated at year-end. Result: 
Some decline in interest rates during the opening weeks of 1960. 


“During the past year,” Dr. Tag- 
gart said, “the most acute credit strin- 
gency of our generation has developed 
in the United States.” The underly- 
ing cause was a record peacetime de- 
mand for funds which overwhelmed 
the capital market. This record de- 
mand resulted in a net increase in the 
outstanding debt which almost 
one fifth larger than that of 1955, the 
previous record year. 


was 


Each of the five major classes of 


borrowers registered large debt in- 
creases in 1959. Two of these five 
groups of borrowers, the mortgage 


borrowers and the U. S. Treasury, ex- 
panded to a much greater extent than 
in previous recent years while three 
of the five borrowing groups did not 
expand as much as they had in some 
recent years. These three were 

> Consumer borrowing was heavy, 
but did not expand as much as in 
1955. 

> State local 
borrowing was a little less than in 
1958, which was the peak year for 
such financing. 


and government 


> Business firm borrowing was 
also moderately below the record 
volume of the prosperous years of 
1955-1957 when peak plant and 
equipment spending proved a strong 
stimulus to borrowing. 
“Thus, the two segments of the de- 
mand for capital that caused total 
demand for funds to set a record level 


in 1959 were mortgage and U. S. 
Treasury borrowing,” Dean Taggart 
said. 


The rise of over $19 billion in out- 
standing mortgage debt for the year 
was more than 20% larger than the 
increase in 1955, the previous record 
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year for mortgage borrowing, and al- 
most one-third larger than last year. 
Expanding on this, he indicated the 
the great in- 
borrowing in 


following reasons for 
crease in 
1959: 


mortgage 


> Economic recovery and pros- 
perity swelled the demand for 
homes and other structures and ex- 
plained also an increase in the av- 
erage price in homes purchased. 
facilitated by 
commitments to take up 
mortgages which had been ar- 
ranged during the recession period 
with financial institutions. 


> Financing was 
heavy 


Dean Taggart noted next, the sec- 
ond type of borrowing which in- 
creased rapidly in 1959: that of the 
United States Treasury and its agen- 
cies. The Federal Government had 
net borrowing of $10 billion in 1959, 
as compared with $7% billion in 
1958 and with only $400 million in 


1957, before the anti-recession fiscal 
policy was adopted. 
“The fact then, that the large- 


scale deficit financing by the treasury 
coincided with heavy mortgage, busi- 
ness and consumer borrowing, greatly 
intensified the credit stringency last 
year. This stringency could have 
been avoided, only by a corresponding 
expansion in the supply of funds 
through established institutional chan- 
nels. Actually, the supply of loanable 
funds through the usual institutional 
channels was smaller than the year 
before.” 

Three of the four leading classes of 
savings institutions reported their 
funds increased more in 1959 than 
they did in 1958. The fourth class of 


savings institutions, however, the mu- 


tual savings banks, had a decline in 
the year’s deposit gain so sharp that 
it offset the increase of the other 
three. This decline resulted from the 
very keen competition mutual sav- 
ings banks faced from savings and 
loan associations and direct invest- 
ments in government and tax exempt 
obligations. 

Turning next to commercial banks, 
Dean Taggart observed that the cost 
and availability of funds from the 
commercial banking system is largely 
determined by the credit policy fol- 
lowed by the Federal Reserve authori- 
ties. As evidence of this, Dean Tag- 
gart cited the fact that in 1958, when 
an aggressive easy money policy was 
being pursued, the banking system 
provided over $17 billion of the new 
funds through expansion of its loans 
and investments. By contrast, in 1959 
when a tight money policy was in 
force, the system expanded loans and 
investments by only a little over $6 
billion. 

During the second half of 1959, the 
Reserve authorities kept the net de- 
ficiency of reserves of member firms 
around the $500 million level. This 
naturally, put pressure on the com- 
mercial banks to liquidate U. S. gov- 
ernment obligations from their port- 
folios in order to offset their expansion 
of loans. As a result, $6 billion in 
government securities were liquidated 
to partially offset an increase in $11 
billion in new commercial bank loans. 

The liquidation by the banking 
system of $6 billion in government 
securities, which came at the same 
time as the offerings of large new 
issues of short term obligations to 
finance the government deficit, ex- 
plains why short-term interest rates 
are higher than long term interest 
rates, Dean Taggart said. 

As an illustration of this phenome- 
non, Taggart called the bankers at- 
tention to two issues put out by the 
Federal Land Banks last year. One, 
a ten year issue, yielded 54% per cent; 
the other, a one year issue, yielded 
5.4 per cent. Aggravating the whole 
situation, Taggart asserted, is the 
fact that the Treasury cannot issue 
securities of over five-year maturity at 
more than 4% per cent interest so 
they must resort to the short term 
money market for funds. 

How a record demand for mort- 
gage funds can be met temporarily, 
despite a lag in the inflow of institu- 


tional savings was clearly illustrated 
in 1959, Dean Taggart said. During 
that year he noted: 
>» Life insurance companies in- 
creased their mortgage lending by 
reducing their corporate bond pur- 
chases. 
> Savings and loan associations 
provided additional funds for mort- 
gage lending aided by increased 
borrowing from Federal Home Loan 


Banks. 
> Mutual savings banks and 
commercial banks sold substantial 


amounts of U. S. Governments and 
other investments in order to ob- 
tain funds for taking up their pre- 
vious mortgage commitments. 

>» Large amounts of mortgages 
were also absorbed by Fanny May 
individuals. For example, 
Taggart specified, acquisi- 
bonds and mortgages by 


and by 
Dean 
tions of 


individual investors exceeded $11 

billion in 1959, as compared to only 

$2 billion the year before. 

“Tt is clear, however,” Taggart ob- 
served, “that financial institutions 
cannot count indefinitely upon the 
proceeds of the sale of other invest- 
ments or upon borrowing from sec- 
ondary credit agencies to take up 
mortgages in amounts substantially in 
excess of the inflow of savings. 

“Institutional lenders today are re- 
luctant to enter into new mortgage 
commitments and the difficulties of 
financing have already led to a cur- 
tailment in the volume of home 
building. 

“Relief from the acute credit strin- 
gency that now exists,” Dean Taggart 
concluded, “can come only from a 
substantial decline in the total de- 
mand for funds; a material increase 
in the supply of savings and bank 
funds; or both.” 


Money Control Slows Growth 


No segment of the American economy has failed to feel, and 
be influenced by, galloping interest rates, but are they high by 
historical standards, are they at all-time peaks? No, said 

Dr. Woodlief Thomas, economic adviser to the Board of 
Governors of the Federal Reserve System. They are not as 
high as the World War I peak or during the twenties or the levels 
prevailing before 1890. Can and should interest rates be 
stabilized? Artificial stabilization is uneconomce and self- 
defeating and not in the best interest of the economy. Can 
Congress control interest rates? Congress has done a poor 

job in the areas where it has tried to do so. 


Dr. Thomas attributes the contro- 
versey over interest rates to two broad 
underlying causes: The first is the de- 
velopment of a complex combination 
of factors that have caused very wide 
variations in interest rates in recent 
years. The second is the lack of gen- 
eral understanding of the factors be- 
hind interest rate variations and of 
the role of interest rates in the 
economy. 

By way of explaining the function 
of interest rates and the causes of 
their variations, Dr. Thomas presented 
the following points: 

1. Interest rates are prices, and 
thus are the result of the forces of 
supply and demand. In the case of 


interest rates, the supply is the vol- 
ume of saving, current and past, avail- 
able for lending at any given time; 
the demand is the total of all credit 
wanted by borrowers of various sorts 
at that time. Interest 
fall, whenever demands for borrowing 
exceed or fall below the supply of 
savings available for lending at the 
then existing level of interest rates. 


rates rise or 


2. Interest rates serve the function 
of maintaining equilibrium between 
the forces of supply and demand and 
of helping to determine the allocation 
of available supplies among compet- 
ing demands. In order for interest 
rates to perform this important eco- 
nomic function, it is essential that 


they be permitted to vary flexibly, so 
as to reflect differences in costs, risks 
and institutional habits, as well as dif- 
ferences in demand and supply. 

Dr. Thomas next posed a series of 
questions, which he finds invariably 
arise when this broad topic of interest 
rates is under discussion. Several of 
these questions and Dr. Thomas’s 
ideas are: 

1. How high are interest rates? 

Historically the present level of in- 
terest rates is not particularly high. 
Although yields on high grade long 
term bonds have nearly doubled since 
their 1946 low point, they are not as 
high as the peaks of World War I 
or of the 1920’s or the levels prevail- 
ing before 1890. Also, long term rates 
in the United States are still some- 
what below comparable rates in most 
other countries where free money 
markets now prevail. 

2. Can and should interest rates be 
stabilized? 

Any such artificial stability would 
interfere with the functioning of in- 
terest as an important regulator and 
contributor to the maintenance of 
equilibrium in the economy. It would 
also interfere with the allocative func- 
tion of interest in distributing re- 
sources among various claimants. More 
fundamentally, such stability could 
not be obtained without creation of 
money to meet all borrowing demands, 
irrespective of the availability of sav- 
ings. Any such policy would disturb 
the savings and investment relation- 
ship, would threaten to diminish the 
purchasing power of savings and in- 
come, would destroy confidence in the 
value of the currency, and in the end 
would interfere with rather than con- 
tribute to the maintenance of sustain- 
able economic growth. 

3. Can Congress control interest 
rates by legislation? 

One favorite means of attempting 
to control interest rates by legislation 
is to place ceilings on rates for par- 
ticular purposes, such as the maxi- 
mum rate that can be paid by the 
Treasury on securities of over five- 
year maturity or the maximum that 
can be charged by a lender on a guar- 
anteed mortgage. Such mandatory 
ceilings have no effect if they are well 
above the prevailing market rate for 
such credit instruments. If, however, 
the market rate is above the ceiling 
rate, the effect is simply to make it 
impossible to borrow funds in the 
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market through those particular me- 
dia. Attempts to control the level or 
the structure of interest rates by di- 
rect governmental action is likely to 
meet with failure and to have disas- 
trous consequences It is essential to 
keep in mind that governmental ac- 
tivities are not the only factors, and 
generally not the dominant ones, in 


money and credit markets, or in the 
processes of saving and investment 
private activities are much more im- 
portant 

In conclusion, Dr. Thomas said, 
‘Attempts to interfere with the nor- 
mal functioning of free markets will 
be more likely to create elements of 
eventual instability than to contribute 
o sustainable growth.” 


7 


Boom in People 


One thing said at the NYU 
Conference about which there 
could be 
maybe the one thing about 
which there was complet 

was the fact that 
the nation’s population is 


no argument 


agreeme nt 


yes, we'll use the word just once 
exploding. It ts, and 
it means changed viewpoints, 
new market conceptions, etc. 


more 


Dr. Philip M. Hauser of the Uni- 
versity of Chicago said that the dec- 
ide of the °60’s will in a large 
measure reflect the same kind of de- 
velopments on the demographic side 
that we observed throughout the post- 
war period, namely, the continuation 
of our national resurgence in popu- 


lation growth and the maintenance 


of our postwar boom in _ birthrate 
level 

“This is not to say that we will not 
within _ this 


experience fluctuations 


secular growth trend.” 

Next, trying his hand at prognosti- 
Hauser indicated that it is 
18th 


decennial census will record a popula- 


cation, Dr 
reasonably safe to say that the 


tion of over 180 million. ““This means,” 
he indicated, “that we shall have had 
an increase of population during the 
1950's of around 29 million, the larg- 
est absolute increase we have ever ex- 
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perienced. Should our population re- 
surgence in growth continue, we can 
expect a population of about 214 mil- 
lion by the end of the present decade, 
an increment of about 34 million peo- 
ple. These demographic changes, cou- 
pled with the fact that the national in- 
come will experience a similar kind of 
growth, will have a very direct effect 
on the mortgage banking industry.” 

Next, Dr. Hauser referred to the 
population shifts taking place inside 
the United States. These shifts are 
characterized by an acceleration and 
concentration of people in a relatively 


As evidence 
of this, he pointed to the recent cen- 
sus estimates which indicate that in 
the first half of this past decade our 
metropolitan areas absorbed 97 per 
cent of the total population growth 
of the United States. Dr. Hauser com- 
mented that this trend was a mani- 
festation of the fact that the “clump- 
ing” of people and economic activities 
represents the most efficient producer 
of consumer units we have yet de- 
vised. This “clumping,” he claimed, 
underpins the high level of living we 
have achieved as a nation. 


small number of areas. 
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The companion effort to the MBA-NYU Conference 


is the MBA-SMU Conference held 


Some of the observations and predictions from that meet- 
ing appeared in these pages last month. 
at SMU when certificates were 
Left above, 
rence Fleck and President B. B. Bass give Dr. Arthur A. 


first time 


attending all five Conferences. 


left, some 
ence, E. 


the Dallas; 


few days later. 
This was 
awarded for 
Dean 


Lau- 


Smith his and, right, the same ceremony as A. H. Cad- 





Turning next to the more statistical 
aspects of his talk, he noted the fol- 
lowing main points for the bankers: 


1. The *60’s will uniquely be the 
decade of the explosive growth of 
the late and the young 
married. 

2. Between 1950 and 1960, per- 
sons 20 to 24 years of age, the most 
critical age from the standpoint of 
marriage and household formation, 
decreased by almost 3 per cent. 
That the absolute number decreased 
in the midst of an explosive popu- 
lation growth reflects the low birth 
rate of the preceding generation. 
Between 1960 and 1970, however, 
persons 20 to 24 years of age will 
increase by over 53 per cent. One 
decade, a decrease of 3 per cent; 
the adjoining decade—the one that 
lies ahead—an increase of 53 per 
cent. 


teenage! 


“The postwar baby has come of 
age, and the new crop is here for you 
to harvest,” Dr. Hauser said. 
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Mortgage Debt Will Double 


So much has been said and written about the sensational sixties, 
about the vast new markets to be tapped, the tremendous 
business to be done, etc., that it would be surprising if the average 
man hasn’t become a little surfetted with the predictions. Be 
that as it may, said Dr. Robert A. Kavesh, the statistical evidence 
plainly points to about 14 million homes built during the 

sixties at an aggregate cost of between $240 and $250 billion. 
That’s a lot of financing and it is going to mean a doubling 

of the mortgage debt to around $300 billion. 


Dr. Kavesh pointed to the surpris- 
ing records etched by the housing in- 
dustry on the economic panorama of 
the last decade. Few prophets, he 
claimed, would have dared to predict 
at its inception that we would see the 
construction of something like 12 mil- 
lion homes, that we would have spent 
on these homes roughly $170 billion, 
or that we would have witnessed a 
tripling of residential mortgage debt 


during these short ten years. 

Surprising has been the fact that 
housing today can be regarded as one 
of our major built-in economic sta- 
bilizers, effectively carrying the gross 
national product forward during re- 
cession, but consistently sloughing off 
slightly during a period of business 
improvement. 

Next, alluding to the certainty of 
the many uncertainties, and surprises 
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waiting in future, Dr. 
Kavesh introduced a qualification 
which he felt would likely spell a 
great many challenges for the housing 
industry during the decade it so re- 
cently entered. This qualifying factor 
was that the backlog of unsatisfied de- 
mand, the way it existed in the 1950's 
at least, would not be there in the 
1960's. Stipulating that demand for 
houses is a reflection of population 
and income potential, Kavesh noted 
that the future economic health of the 
country will be a how 
many people work, coupled with how 
effectively they 


our economic 


function of 
efficiently or how 
work. 

Beginning with a population pro- 
jection, the speaker at this juncture, 
started verbal construction of a model 
of the economy as it might appear in 
1970. 

“With population projections com- 
pleted, we have some notion of the 
labor force and the participation rate,” 
remarked Kavesh. “Once we know 
the number of hours worked per week 
by the average person, we can mul- 
tiply these hours by 52 and obtain the 
aggregate hours per year our economy 
will work,” Kavesh continued. Com- 
bining productivity with hours pro- 
vides us with this global concept of 
gross national product, he indicated. 
Turning to specific caiculations, Kav- 
esh advanced the following informa- 
tion for inspection: 

1. Although 
growth of the gross national prod- 
uct during the 1960’s ranged from 
$ to 6 per cent, he personally en- 


estimates for the 


dorsed an average rate of slightly 
over 4 per cent a year 

2. By 
the gross national product reach 
¥, of a trillion 


1970, he expected to see 


the level of roughly 
dollars. 

3. By 
on a pre-tax basis could be as high 
as $75 to $80 billion per year. 

+. By 1970, 
come after taxes would likely range 
between $7,000 and $8,000 a year. 
This figure par- 
ticularly significant by Kavesh since 


1970, corporate earnings 
family in- 


average 


was regarded as 


it could effect the type of housing 


demanded in 1970. 
Kavesh drew this conclusion: 
From 1960 to 1964, he looks for 


an average level of starts at the rate 


of 1.3 
Later in the 


to 1.4 million units per year. 
this will 
million starts 


decade level 


increase to 1.4 to 1.5 
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per year and may attain a peak of 
1.7 million units before the end of 
the decade. 

In total, Kavesh million 
homes constructed in the 1960s at an 
aggregate dollar cost of between $240 
to $250 billion. During this same 10 
year period, he expects residential 
mortgage debt to double bringing the 
figure close to $300 billion. 


sees 14 





By way of conclusion, Kavesh 
warned that certain danger areas 
should be watched with caution dur- 
ing the 1960s. Too much debt, infla- 
tion, possible unemployment, or the 
lack of adequate incentives, any of 
these could drastically alter the ulti- 
mate total figures on the asset side 
1960-1970 economic balance 
sheet Dr. Kavesh concluded. 


of our 


Mortgages Must Have Yield 


With the outlook for commercial bank mortgage activity 
something less than promising and the prospect for mutual 
savings bank purchases not quite up to last year, what about 
the life companies? Dr. George T. Conklin, Jr., adjunct 
professor of finance, believes that the percentage of funds will 
depend almost entirely on the investment merits of what the 
competition has to offer — translated, that means that the 

life companies will buy where they can get the best deal. 
Mortgages will have to have it, yield-wise, to get the funds. 


much money will insurance 
companies have to invest in total? 
How much of this money will be 
invested in the mortgage area? Be- 
fore attempting to cover these two 
questions, Dr. Conklin briefly sketched 
the life insurance industry picture in 
the mortgage investment area as fol- 


lows: 


How 


> The life insurance industry rep- 
resents the largest single pool of capi- 
tal in the long-term market. Its total 
exceeds $100 billion. Its ownership of 
over $38 billion in mortgages makes 
it second only to savings and loan as- 
sociations in the amount of money in- 
vested in mortgages. 

> The life insurance industry has 
roughly 35 per cent of its assets in 
It is presently not ag- 
gressively investing in this area. 

> The industry 
gressively investing in the commercial 
loan area, that is loans on apartment 
buildings, office buildings, warehouses, 
etc. 

Reverting back to the question, Dr. 
Conklin noted the following: For the 
5 years, the annual incre- 
funds coming into the life 
industry for new 
ments has been slightly declining. For 
the next 5 this trend is 
expected to continue but at a slower 
rate. Currently, the annual increment 


mortgages. 


is currently ag- 


last 4 or 
ment of 
insurance invest- 


years or so, 


of new investment funds is approxi- 
mately $6 billion. 

Since 1956, the percentage of life 
insurance assets held in mortgages has 
ranged from 34.2 per cent to 34.8 per 
cent. The latest figure, 1959 (in Sep- 
tember) was 34.5 per cent, he noted. 
Since 1956, he remarked, there has 
been less of a disposition to put money 
into mortgages, and of the increase 
of assets in 1957, 43 per cent went 
into the increase in the mortgage ac- 
count; 1958, 29 per cent; 1959, ap- 
proximately 31 per cent. 

The percentage of funds which will 
move into the mortgage market in 
1960 will depend entirely upon the 
investment merits of the alternative 
outlets available to the investor, Dr. 
Conklin asserted. If mortgages be- 
come outstandingly attractive, there 
is no reason why the percentage of 
funds invested could not be increased 
drastically above the current level. On 
the other hand, if mortgage terms are 
unattractive, there is no reason why 
insurance companies could not reduce 
the flow of mortgage funds drastically. 

Now that mortgages are no longer 
outstandingly attractive as _ invest- 
ments, but are on the basis of com- 
peting, Dr. Conklin concluded, their 
future success in attracting funds will 
depend upon their ability to compete 
with other types of investments. 
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Banks and Mortgage Loans 


Anent all we have been hearing about the commercial banks 


becoming more and more a factor in mortgage lending, what 
about 1960, will they have more money for the mortgage 
market, for mortgage investment? No, said Dr. Paul S. Nadler, 
assistant professor of economics of Rutgers University, who 
thinks that there will be exceptions; but, generally speaking, 

don’t expect the banks to increase their mortgage 


investments in 1960. 


By his own admission Dr. Paul 
Nadler was the session’s most pessi- 
mistic speaker. He began by summing 
up his feelings on commercial banks 
as a source of mortgage money as 
follows: 

“There will be pockets, certain 
areas, certain banks, that are going to 
increase their mortgage money over 
the course of the 1960’s, but for the 
banking system as a whole, I am ex- 
tremely doubtful that they will be 
able to increase their mortgage money 
investments to a great extent.” 

In explaining the basis for his pes- 
simism, Nadler covered the following 
points: ' 

> The volume of savings deposits 
of commercial banks determine how 
much they can invest in mortgages. 
The law in most cases limits their 
mortgage investments to €0 per cent 
or less of their savings deposits. Cur- 
rently, the banks have been averaging 
about 40 per cent. 

At present, Nadler asserted, savings 
in the economy are not growing as 
rapidly as might be expected and 
with commercial banks at a competi- 
tive disadvantage in competing for 
savings the picture looks bleak. 

> Banks really become generous 
mortgage lenders only when credit is 
extremely easy. When credit is tight 
the alternative investments of con- 
sumer credit and business loans are 
preferable. Consumer credit loans are 
desirable because of the attractive 
rate of interest. Business loans are 
actively sought because they create 
deposits which in turn result in com- 
pensating balances. These balances 
coupled with the interest charged on 
the loan provide a higher return to 
the banks than do mortgages. 

In the 1960’s, Nadler asserted, it 
is unlikely that we will have “easy 
money” to the extent it existed in 





1953-54. Thus banks will unlikely be 
able to go out and buy as many mort- 
gages as they purchased in many past 
periods. 

More specifically, Nadler predicted, 
“If the commercial banks are able to 


maintain their present position in the 
savings picture they will have an in- 
crease of $26 billion in mortgage 
money during the whole decade. If 
they are not able to maintain their 
savings position, they will have an 
increase of $10 billion over the dec- 
ade. My own feeling,” Paul Nadler 
continued, “is that barring a change 
in our institutional structure, in our 
regulations, the less optimistic forecast 
is the correct one.” 

The speaker next directed attention 
to five reasons why he felt at least 
some commercial banks should be able 
to increase their mortgage investments 
in the future. 

These five factors were: 

1. Inability of some banks, because 
of increasing competition, to use up 
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their available funds in the consumer 
credit and business loan areas. 

2. The realization on the part of 
some bankers that they must supply 
the mortgage money needs of their lo- 
cal communities or their communities 
will not continue to grow. 

3. The pressing need for better 
bank asset allocation brought about 
by the increasing costs of bank opera- 
tion. 

+. The realization on the part of 
many bankers that they must provide 
better services and pay higher rates of 
interest if they are to compete suc- 
cessfully for savings deposits. One 
service approach here would be in- 
plant banking, Nadler noted. 

5. New laws just enacted. For ex- 
ample: 

a. The Housing Act of 1959 which 
exempted FHA loans from the law 


that restricts bank investment in mort- 
gages to 60 per cent of savings de- 
posits. VA mortgages, of course, had 
previously been exempted from this 
list. 

b. The legislation in 1959 which 
exempted construction loans from the 
60 per cent limit mentioned above. 

c. The new Certified Agency Pro- 
gram which speeds the issuing of FHA 
mortgage commitments. 

d. The authorization of banks to 
lend the equivalent of 75 per cent of 
the appraised value on a mortgage 
instead of 6624 per cent. 

“Nevertheless,” Dr. Paul Nadler 
concluded, “barring a change in our 
legislation and our regulations, the 
commercial banks will not be the 
source of mortgage money in the 
1960’s that they may have been in 
the past.” 


Have Same Money as in 1959 


What about mutual savings banks, what sort of market factor 
are they going to be in the field of mortgage investment this 
year? For the answer to that, we turn to the authority, Saul B. 
Klaman, director of research of the National Association of 
Mutual Savings Banks. It is his opinion that they will continue 
to invest the bulk of their funds in mortgages, both FHA 

and conventional, but not the same amount they did in 1959. 
The volume will be about 10 per cent less and net, after 
re-payments, about 20 per cent less. But despite this, these 
investors should end up the year with about 66 per cent 

of their assets in mortgages, as against 64 per cent in 1959. 


All things considered, Mr. Klaman 
said, it is reasonable to expect that 
savings banks will invest the bulk of 
their funds in mortgages—chiefly FHA 
and conventional—but not the entire 
amount as in 1959. On a gross basis, 
he suggested a volume about 10 per 
cent less than in 1959 and net after 
repayments about 20 per cent less. 
Che relatively lower investment com- 
pared with last year on a net rather 
than reflects merely the 
same dollar changes applied to dif- 
ferent base levels of activity. 

“If these estimates come close to 


gross basis 


being realized, savings banks will have 
increased their proportion of assets in 
mortgages by the end of 1960 to 66 
per cent from 64 per cent in 1959,” 
Mr. Klaman concluded. 
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Mr. Klaman said that, “The be- 
havior of mutual savings banks in the 
nation’s capital markets has at times 





Re Beet st a 
F. H. A. and V. A. Mortgages Sold 


New Servicing Accounts Established 


Exclusive Representation 


varied significantly from that of other 
financial institutions, and has changed 
in different periods of similar eco- 
nomic circumstances.” 

The current period of credit strin- 
gency finds savings banks again re- 
acting differently than in past periods 
as reflected in the changing pattern 
of their investment activities. 

To begin with, Mr. Klaman ob- 
served, the 1959 savings bank deposit 
inflows of $1.2 billion were only about 
half the record 1958 inflow. How- 
ever, during 1959, Mr. Klaman re- 
lated, FHA mortgage flows were main- 
tained at the mid-1958 peak and for 
the year as a whole considerably ex- 
ceeded the 1958 total. At the same 
time, he indicated overall gross and 
net mortgage flows were reduced from 
the 1958 volume and savings banks 
were net sellers of corporate securi- 
ties for the first year since 1955. Com- 
pleting the picture for 1959, he pointed 
out that VA mortgage flows declined 
much earlier and faster during the 
present period of credit restraint than 
the 1956-57 period. 

Overall mortgage acquisitions of 
mutual savings banks have been un- 
usually large relative to resources 
since the end of World War II, he 
asserted. This was clearly evidenced 
by the fact that $20.5 billion (or 90 
per cent) out of the $22 billion in- 
crease in savings bank assets during 
that 14 year period were used to ac- 
quire mortgages. 

Looking to the future, Mr. Klaman 
observed : 

That nation’s mutual savings banks 
are entering the 1960’s with their 
mortgage holdings at a record 64 per 
cent of assets. 

Savings banks are not as anxious 
for mortgages now as they were when 
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portfolios were much smaller. Never- 
theless, there is still considerable room 
for mortgage expansion. There is noth- 
ing holy about the current 64 per 
cent ratio of savings bank mortgage 
holdings to assets. Under appropri- 
ate conditions an expansion to 70 per 
cent and even 75 per cent could de- 
velop in the decade ahead. 

The likelihood of a gradually in- 
creasing proportion of mortgage hold- 
ings is greater than a static or declin- 





ing one. The increase is likely to be 
at a slower rate, however, than in the 
decade of the Fifties. 

Overall, savings banks may have 
just about as much money to invest 
in 1960 as in 1959. Investments in 
mortgages are likely to be smaller, 
however. Commitments have already 
been reduced from peak 1958 levels 
and the uncertainty about the nature 
of future Treasury offerings has lim- 
ited the offering of new commitments. 


Credo for Mortgage Bankers 


Want to enlarge the market for loans? Then the way to do tt, 
said Dr. Roger F. Murray of Columbia, is to do a lot of 

things not ordinarily associated with such an objective — 
things such as push for a substantial budget surplus, support 
credit restraints, avoid proposals for shoring up mortgage 
prices with Fannie May money. In short, said Dr. Murray, 

it is as much a matter of general support of economic 


stability as anything else. 


“In view of the highly efficient 
manner in which the mortgage mar- 
ket has functioned to finance the fab- 
ulous volume of postwar construc- 
tion,” Dr. Murray said, “it is perhaps 
surprising to observe that, in a sense, 
the market is narrower today than it 
was 30 years ago after the construc- 
tion boom of the 1920's.” 

“The market is narrower in the 
sense that five groups of financial in- 
termediaries currently hold about 80 
per cent of the outstanding mortgage 
debt.” These are savings and loan asso- 
ciations, life insurance companies, mu- 
tual savings banks, government lend- 
ing agencies and commercial banks.” 

Commenting on the need to broaden 
the mortgage market, Dr. Murray in- 
dicated several worthwhile prospects 
which might be attracted into the 
market. These prospects and some of 
Dr. Murray’s comments concerning 
them are given below: 

> Personal Trusts Departments: 
Surveys indicate estimated holdings 
of $1.5 billion of nonfarm residential 
mortgages in 1939 had dropped to 
less than $700 million by 1958. 

>» Corporate Pension Funds: Non- 
insured pension funds are likely can- 
didates for participation in the mort- 


gage market. They may add as much 
as $3.7 billion to their resources in 
1960. 

> State and Local Government Re- 
tirement Systems: The retirement 
systems of state and local govern- 
ments are more promising prospects. 


By the close of 1960, they should hold 


almost $20 billion in assets. Because 
they are generally not allowed to buy 
equities, only about 5 per cent of their 
new money is not available for fixed 
income investments. 


> Individuals and Others: There 
is another somewhat miscellaneous 
category of “individuals and all oth- 
ers” to be considered as a prospect. 
This includes nonprofit organizations, 
educational endowment funds and 
just plain individuals. 

Commenting on ways to “enlarge” 
the mortgage market as contrasted to 
broadening the market, Dr. Murray 
concluded: 

“A mortgage banker interested in 
enlarging the mortgage market dur- 
ing the next decade can logically sup- 
port credit restraint and a substantial 
budgetary surplus. 

“He can refrain from supporting 
proposals to shore up mortgage prices 
with new appropriations for Fannie 
May.” 

“He can refrain from joining in the 
chorus of complaints against any re- 
strictive policy which has a restrictive 
effect upon his activities.” 

“In short, he can support every 
soundly conceived effort to achieve 
economic stability and to suppress in- 
flationary pressures knowing that, if 
these efforts succeed, savers will make 
growing amounts available to the 
capital markets for fixed-dollar in- 
vestments such as mortgages.” 
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Need New Mortgage Sources 


Sometime, in some way, methods are going to be found to 


open up new types of investors for mortgage loans. 


During the 


decade of the sixties when there is every possibility that the 
traditional sources of mortgage funds won't have the 
money to invest that they had - the fifties, the problem 


said Dr. 
rate 


becomes more acute, 


dean emeritus of the 


“In the decade which just closed,” 
said Dr. Collins, “the flow of capital 
funds into and important seg- 
namely, 
the government underwritten market 
has been plagued by instability. Fi- 
nancially speaking, that instability has 
frequently 


a large 
ment of the mortgage market, 


been dramatic, very sur- 


prising, often paradoxical and some- 


times downright murky.” 


lo emphasize his point Dr. Collins 
alluded to the fact that during the last 
dec ade housing have 
back and forth between a tight money 
top minimal held to be 
politically desirable. Next, with amuse- 


starts bounced 


and a level 
Collins referred to the an- 
bills, the 
actions by 
and 


ment Dr 
changes in housing 


administrative 


nual 
numerous 
government housing agencies, 
other government interventions which 
bursts or 


financ- 


sought to restrain. these 
surges in residential mortgage 
ing and to set a stop-loss on annual 
minimal figure. Looking 


wondered if perhaps the 


starts at a 
ahead, he 
rosy glow of projected economic pos- 
sibilities painted with such daring by 
analysts have not allowed many 
mortgage bankers to go a little soft in 
thinking the 
and investments needed to implement 


some 


about capital formation 


these 


“We are all 
he continued, 


projections. 


pretty much agreed,” 
“that the downturn in 
residential housing that became 
October, 1959 really re- 
decrease in the funds 
investment 
falling off in 
Sim- 
Starts 
result 
money 


pro- 
nounced in 
flected the 
into 
any definite 
the buying demand for 
ilarly, the 
in the 
of the 
rather than any general weakening of 


flowing mortgage 


rather than 
homes. 
expected decline in 
current year will be the 
scarcity of mortgage 


a buying demand for homes.” 


In support of this point, Collins 
cited statistical evidence that the pub- 


lic is attaching more and more im- 
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Rowland Collins, 


portance to residential housing. Spe- 
cifically, he indicated, the amount 
spent in residential areas on 
new construction is rapidly approach- 
spectacular figure of 5 per 
gross national product. 


being 


ing the 
cent of the 
This compelling desire to have bigger 
and/or better homes, he informed the 
group, as as the favorable eco- 
nomic situation of the typical family 
appears to be rather secondary in de- 
termining housing demands compared 


well 


to the sheer availability of mortgage 
money. 
Next, Dr. Collins asked the bank- 


ers to join him in a quantitative look 
their faces in the 
1960's in terms of the need for and 
the supply of residential mortgage 
funds. This quantitative forward look 

Dr. Collins, was prefaced by three 
These as- 


at what industry 


important assumptions. 
sumptions were: 

1. That the first half of the new 
would generate an average 
3 million non- 


decade 
annual demand for 1.: 





farm starts, while the second 5 
years of the new decade would gen- 
erate an average annual demand of 
1.5 million nonfarm starts. 

2. That housing costs could be 
kept within bounds. 

3. That there would be a 
tinuation of housing upgrading. 


con- 


Based on these assumptions, Collins 
felt it was reasonable to expect new 
residential housing demands to aver- 
age roughly $22 billion annually in 
the first half of the 1960's and at least 
$26 or perhaps $27 billion annually 
in the second half. Thus, Dr. Collins 
saw total residential construction for 
the new decade ranging from $235 to 
$250 billion. Although he felt the 
pay-off on existing mortgages would 
provide an important amount of funds 
to meet these new demands, he could 
roughly $144 bil- 
funds for 


foresee a need for 
lion of additional mortgage 
the new decade. 

Turning next to the supply side of 
the picture, Dr. Collins talked about 
personal savings as the basic source 
for mortgage funds. 

“Despite wide fluctuations in per- 
sonal savings and despite a consider- 
able cyclical instability of savings, 
there is a certain long-term stability 
in the average savings-income ratio,” 
Dr. Collins contended. To support 
this contention, be called attention to 
the general tendency to save between 

and 8 per cent of income in spite 
of the fact that at any given moment 
the family saves at a different rate. 
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Based on this tendency, we can rea- 
sonably expect the volume of personal 
savings to grow somewhat apace with 
the growth of the gross national prod- 
uct, according to Dr. Collins. 

Thus, if the growth of the GNP in 
1958 dollars should reach an expected 
figure of about $575 billion by 1965 
and roughly $700 billion by 1970 with 
a ratio of personal savings to dispos- 
able income averaging around 7 per 
cent there will be an approximate 
total increase of $193 billion of funds 
flowing to the savings pool of the big 
four mortgage-lending institutions, 
Collins predicted. Only a part of this 
$193-billion increase will fall into the 
residential mortgage market to cover 
the $144-billion estimated mortgage 
credit requirements. Dr. Collins 
gards this as an uncomfortably thin 
margin which portends ill for the 
availability of residential mortgage 
credit through the next decade. 

In order to fully provide the $144 
billion needed for residential mort- 
gage credit, 79 per cent plus of the 
indicated total increase in the savings 
pool would be needed, Dr. Collins 
said. He regards this as out of the 
question since only one of the insti- 
tutional lenders on mortgages, namely, 
the savings and loan associations, can 
be expected to allocate as much as 80 
net increase in savings 

residential mortgage 
1960’s. 

Dr. Collins then pointed out to the 
group another trend which can, if 
continued and intensified, greatly mul- 
tiply the credit stringency problems of 
the mortgage banking industry. This 
trend is the seeming disposition on 
the part of individual savers to shift 
more and more from institutionalized 
investment to direct investment. Any 
substantial shift to direct individual 
investment in securities will have very 
significant effects on our capital mar- 
ket, on our interest rate structure, and 
on the availability of institutionalized 
savings to the residential mortgage 
market, Dr. Collins indicated. 


re- 


per cent of its 
inflow to the 
market of the 


During 1960, life insurance com- 
panies, commercial banks and mutual 
savings banks are not likely to sharply 
increase their conventional lending. 
Consequently, he does not go along 
with the forecasts of a minimal de- 
cline of 100,000 starts or so for the 
year. Rather, Collins predicts a prob- 
able decline in starts of about 200,000 
and feels it will be difficult to start 


more than 1,150,000 units unless, in 
a political gesture, the Congress de- 
cides to “fix up” the depressed hous- 
ing industry. 

Since mortgage money from the 
traditional sources will in all proba- 
bility be in short supply during the 
decade of the 60’s, Dr. Collins said, 
the only rational and logical way out 
of the situation is to tap new sources 
of savings. With this in mind, he 
proposed an intense cultivation, by 
the mortgage bankers, of personal 
trusts, casualty marine insurance com- 
panies, credit unions, pension funds, 
and other miscellaneous types of in- 
stitutions that do possess large aggre- 
gations of assets. Successful cultiva- 
tion of these untapped assets and the 
use of various devices to lure addi- 
tional personal savings into the mort- 
gage market will help clear the other- 
wise stormy skies ahead, Dr. Collins 
concluded. 


THE SINGLE AUDIT 
99 


(from page 22) 
servicing agents who really need it 
and that our efforts will then be con- 
fined to something more productive 
than heretofore when we were trying 
to audit all servicing agents regularly. 

The point might be made that the 
certificate we shall receive from the 
CPA is not in sufficient detail. For 
example, some investors feel that the 
CPA should confirm principal bal- 
ances and instalment due dates di- 
rectly with the borrowers. Some feel 
that the CPA should carefully exam- 
ine escrow disbursement checks and 
particularly note endorsements for ir- 
regularities. By the same token, they 
feel that disbursements from escrow 
accounts for large amounts should be 
questioned as to purpose where the 
payee is someone other than the 
FHA, a tax authority, an insurance 
agency or a similar type of payee. We 
would agree that these steps are de- 
sirable in certain instances but we 
doubt the necessity of incorporating 
these procedures in every audit. It 
seems to us the auditor could deter- 
mine in each case whether procedures 
of this particular type should be in- 
cluded. Naturally, his decision would 
be based upon what develops in con- 
nection with the other phases of the 
audit. 

There are also those who feel that 
the CPA should check the sufficiency 


of the monthly escrow deposits. In 
analyzing that suggestion, we reached 
the conclusion that the servicing agent 
is just an anxious, if not more so, as 
we are to collect enough escrow funds. 
If he does not, it will cause trouble 
for him at a later date when the time 
element is of paramount importance. 
Just a few cases of this type should 
cause the intelligent servicing agent 
to establish procedures to avoid the 
recurrence of insufficient escrow de- 
posits. 

Finally, there are those who take 
the position that the CPA should 
carefully study the systems and pro- 
cedures used by a servicing agent and 
certify as to any deficiencies in those 
procedures. It seems to us that this 
is not the subject of an annual audit 
but can be done better and more effi- 
ciently by the investor in his regular 
contacts with the servicing agent. The 
investor is in daily contact with his 
servicing agent and is in position to 
note what procedures are being used 
and is in position to offer suggestions. 
The investor sees the results of the 
systems of that servicing agent and 
knows whether they are working well 
and what weaknesses, if any, exist. As 
these weaknesses appear, the servicing 
agent will be told about it. As stated 
above, the ultimate results are what 
really count. 

In the final analysis, this whole sub- 
ject must be analyzed based upon the 
degree of confidence the investor has 
in his servicing agent. An investor 
should not appoint nor should he re- 
tain a servicing agent unless he has 
absolute confidence in the manage- 
ment of the servicer. The investor 
must assume that the management of 
the servicer wants to do just as good 
as he possibly can in running his busi- 
ness. The reputation of the manage- 
ment is at stake. The careers of those 
involved are at stake. That business 
represents the life’s work of those who 
own and operate the mortgage serv- 
icing business. The success of the 
firm will redound to the personal ben- 
efit of the owner and management. 

In an endeavor to make his busi- 
ness successful, the management of 
the servicing agent will naturally wish 
to have capable personnel in which 
they have utmost confidence. This 
management will set up the best pro- 
cedures they can devise to avoid all 
possible pitfalls. The management will 
hire good CPAs to advise, consult and 
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audit and, finally, will itself 
by a fidelity bond covering all its em- 
Having done this, it is to be 


protect 


ployees 
assumed that, in some rare instances, 
there will be defalcations but, if the 
bond is adequate, this should not af- 
fect the solvency of the servicer. Keep 
in mind that the servicer knows that 
to the inves- 


if he does not account 


tors for every penny of their money, 
the fruits of his life’s work will van- 
ish overnight Therefore, we must 
start with the premise that the man- 
the 


much more interested than we are in 


agement of servicing agent is 


their doing a good job and we must 
that the is tak- 
ing every step to guard and protect 


assume management 


the business. 


Three 


the company’s decision 


factors nfluenced 


Finally, in the case of our company, 
fidelity 
over-all protection in connection with 


we have a bond giving us 


the operations of our servicing agents. 
We would hope that this bond would 


be sufficient to cover any rare loss 


where the final results of any defalca- 
tions would fall into our lap. This 
could not happen unless the fidelity 
bond carried by the servicing agent is 
insufficient and there are no 
other resources upon which the serv- 
icing agent could rely to make good 


unless 


his contract, 

In reaching the decision to give this 
plan a fair trial, we were influenced 
mainly by three strong factors. First, 
we have a feeling of absolute confi- 
dence in servicing agents. We 
know them personally and we appre- 
ciate that their desire is to do the 
best job possible. In the second place, 
in approximately 30 years of exten- 
have ex- 


our 


sive mortgage activity, we 
perienced no monetary loss because of 
a default on the part of a servicing 
In the third place, our infor- 
there have been rela- 


agent. 
mation is that 
tively few such losses throughout the 
entire mortgage industry. We realize 
we have a loss tomorrow but 
there is some risk involved in every 
There 
we 


may 


transaction. 
is no that 
completely eliminate all risks in the 


type of business 


reason to expect can 


PAUL R. NORDQUIST 


Vice President 


CALIFORNIA 


SSB8Bs6G WILSHIRE 


36 THE MORTGAGE BANKER + March 1960 


BOULEVARO ° Los 


relationships between the investor and 
the servicing agent. All we can do 
is to set up reasonable safeguards and 
attempt to apply them intelligently. 


The real benefit will come 
when many adopt it 


This whole subject 
very best attention of all 
and servicing agents alike. Certainly, 
we know that our plan is not the “last 
word.” Surely, it can be refined and 
improved upon. At least, we feel that 
we are trying and that we have made 
a start. However, the benefits to the 
industry as a whole will never be 
realized until a standard procedure 
can be agreed upon by a majority of 
investors and servicing agents. When 
that day arrives, a great amount of 
time and effort will have been con- 
served and we shall have passed an- 
other milestone in the development 
of procedures in a business which 
plays an extremely important part in 
the economy of our nation. 

Let’s give the single audit a fair 
trial. 


the 
investors 


deserves 


ROBERT E. MORGAN 
Executive Vice President 
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Get Rid of Useless Forms 


ORMS Design and Control, in 
Fe broadest sense, can be defined 
as a system to provide the best forms, 
and only those necessary, for con- 
ducting the company’s business. More 
fully stated the system (a) determines 
the need for each form and makes 
sure this need is fulfilled, (b) ascer- 
tains the most economical and desir- 
able means of manufacturing the 
form, and (c) develops a standard 
practice for designing forms so that 
each form serves its purpose efficiently 
and effectively. 

Thomas E. McDonald directed his 
staff to make an accurate appraisal 
of the present forms and printing 
methods and to recommend all 
changes that would improve depart- 
mental operations and save the com- 
pany money. To complete this as- 
signment a three part preliminary 
program was established. First, sam- 
ples of all forms were collected. Three 
copies of each form were accumulated 
and placed in an_ individual file 
folder. The form number was typed 
on the outside and the folders were 
arranged in form number sequence 
within each department. Second, each 
form was analyzed with the appli- 
cable departmental personnel to de- 
termine its purpose. The information 
gathered on each form from the 
analysis was written on a Forms Data 
sheet. This sheet records the general 
purpose of the form, certain printing 
instructions, and file retention infor- 


A difficult problem for the mortgage banker is keeping his 
business records up to date. Many companies which Bob Murphy 
and I visit use forms that are either cumbersome or no longer 
necessary. The Systems and Procedures Department of T. J. Bettes 
Company, Houston, has started to solve this problem, as 
described in this article from the firm’s magazine, The Mortgagee. 
A similar solution should be applicable to any company 


regardless of size. 


mation on each form the company 
uses. This phase of the procedure is 
presently in progress. 

Third, a preliminary review of all 
forms by function was made. From 
this review we can determine those 
forms that can be combined and sin- 
gle forms that will take the place of 


several. This step will be initiated 
after the first two have been com- 
pleted. 


This analysis will reduce the num- 
ber of forms presently used. From 
this point the remaining forms will be 
reviewed to determine the most eco- 
nomical means of manufacture. We 
have a print shop that prints the vast 
majority of all company forms. It 
may be more desirable to have some 
of the more complicated forms printed 
with a commercial printer. Too, it 
may be advantageous to analyze other 
printing methods to determine if they 
would be more economical. 

After all the reviews and surveys 
are completed, the system will be- 
come somewhat routine with a con- 


— J]. G. Wasson. 


tinual analysis of new and revised 
forms and a periodic review of all 
old forms. As new forms are re- 
quested, or when revisions to existing 
forms are requested, the Systems De- 
partment will review the new form 
or the change with the applicable de- 
partment. After determining the ne- 
cessity of the new form or change, 
we will utilize standard form design 
techniques so it will best perform its 
purpose. Old forms will be reviewed 
periodically to determine if they con- 
tinue to serve the original purpose. 
If not they will be revised or deleted. 
The tremendous impact of the Forms 
Design and Control program on cler- 
ical operations and costs may not be 
fully realized. According to one ex- 
pert it takes an average of 11 com- 
plete forms to create one full time 
clerical job. Therefore the Systems 
Department will prepare a summary 
of its findings quarterly, reporting the 
number of forms designed, revised, 
reviewed, rejected and rendered ob- 
solete. 
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COMING UP IN MBA 





Jacksonville Meeting 


For MBA’s coming Southern Mort- 
gage Conference in Jacksonville sev- 
eral features almost entirely new in 
Association meetings have been ar- 
ranged, with the result that those at- 
tending are going to get a packaged 
deai with the highest possible interest 
and well-timed to current thinking 
and conditions of the moment. Most 
important feature of the Conference 
will be some work-shop sessions ol an 
how-to-do-it nature—the emphasis is 
on practical aspects of the business 


theor 1€s 


with a de-emphasis of the 


and predictions. 
Chis is the first meeting that MBA 
has held in Jacksonville for several 


years. The local group has planned 


You'll Hear 





G. D. Brooks 


Geo. Dickerson 


some appealing side events which, 
wrapped up with the program, should 
make Jacksonville one of the high- 
lights of the Association’s 1960 offer- 
ings. 

The Conference will be at the Ho- 
tel Robert Meyer April 4 and 5. The 
feature 


opening morning session will 


two addresses: 
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a luncheon for all 


G. D. Brooks, vice president-treas- 
urer, The National Life and Accident 
Insurance Company, Nashville, speak- 
ing on “Other Investments Compet- 
ing for the Mortgage Dollar” 

Kilgore Macfarlane, Jr., president, 
Buffalo Savings Bank, Buffalo, New 
York, speaking on “A Savings Banke1 
Looks at the Out-of-State Mortgage 
Market.” 

Presiding at the Conference will be 
George C. Dickerson, vice president, 
Stockton, Whatley, Davin & Com- 
pany, Jacksonville, who also has been 
chairman of the Jacksonville meeting 
and has been in charge of arrange- 
On the first day there will be 
attending, where 


ments. 





Capt. Rickenbacker Frank Shugrue 





John Gilliland 


Raymond Mason 


Brown L. Whatley, past president of 
MBA and chairman of Stockton, 
Whatley, Davin & Company, Jackson- 
ville, will preside. Capt. Eddie Rick- 
enbacker will speak. 

That afternoon the workshop ses- 
sions will begin, starting at 2:00 p.m., 
with the complete program repeated 
enable all at the 


at 3:30 p.m. to 


meeting to cover at least two sessions. 
The subjects and the participants 
are: 

“Duties of Servicing Agent and In- 
vestor,” co-moderators, L. K. Horn, 
secretary-treasurer, Lon Worth Crow 
Company, Miami; O. E. Rollings, 
Jr., director of mortgage servicing, 
Liberty National Life Insurance Com- 
pany, Birmingham and host, Wilson 
Munnerlyn, executive vice president, 
Kirbo, Mills & McAlpin, Inc., Jack- 
sonville ; 

“Planning and Financing Commer- 
cial Loans—Shopping Centers,” co- 
moderators, Frank R. Shugrue, second 
vice president, Bankers Life Insurance 
Company of Nebraska, Lincoln; 
George M. Brady, Jr., vice president, 
James W. Rouse & Company, Inc., 
Washington, D. C.; and host, Maurice 
D. Alpert, assistant vice president, 
Stockton, Whatley, Davin & Com- 
pany, Jacksonville; 

“A Package Job for Builder-Cli- 
ents’ — Land Improvements to Per- 
manent Financing,’ co-moderators, 


James M. Wooten, vice president, 





Samuel Neel Arthur Viner 





A. Bookstaver 


L. K. Horn 


T. J. Bettes Company, Dallas; Jere 
M. Mills, president, Georgia Securi- 
ties Investment Corporation, Atlanta; 
and host, Herbert Spier, vice presi- 
dent, Charles E. Commander & Com- 
pany, Jacksonville. 

On the second morning the day’s 
activities will begin with a breakfast 
meeting sponsored by YMAC, with 


John C. Hall, Jjr., vice chairman of 
MBA Young Men’s Activities Com- 
mittee and vice president, Cobbs, 
Allen & Hall Mortgage Company, 
Inc., Birmingham, presiding. The 
speaker will be Raymond K. Mason, 
chairman, Mason Mortgage Com- 
pany, Jacksonville and president, 
Beach Federal Savings & Loan Asso- 
ciation. His subject will be “Diversifi- 
cation in Business.” 

The second morning session is a 
full one and will open with an ad- 
dress by B. B. Bass, president of the 
Mortgage Bankers Association of 
America and president, American 
Mortgage and Investment Company, 
Oklahoma City, on “Developments in 
the Mortgage Market,” with John A. 
Gilliland, executive vice president, 
Knight, Orr and Company, Jackson- 
ville, presiding. 

Then follows a panel discussion 
moderated by MBA General Counsel 
Samuel E. Neel on “New Sources of 
Investment for Mortgage Loans.” 
Participants will include Arthur W. 
Viner, president, Investors Central 
Management Corporation, New York 
City; Raymond T. O*Keefe, vice 
president, The Chase Manhattan 
Bank, New York; Alexander Book- 
staver, controller, International La- 
dies’ Garment Workers’ Union, New 
York and Henry W. Wickenhiser, vice 
president, United States Trust Com- 
pany, New York. 

There will be considerable empha- 
sis on the lighter side in Jacksonville 
with a reception for all those regis- 
tered on Sunday night at the Florida 
Yacht Club. The hosts will be Insur- 
ance Company of the South, Jackson- 
ville; Gulf Life Insurance Company, 
Jacksonville; The Title Guarantee 
Company, Baltimore; Louisville Title 
Insurance Company, Louisville and 
Title Insurance Company of Minne- 
sota, Minneapolis. Following that 
there will be a buffet dinner-dance. 
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COMING UP IN MBA 





And Again in Phoenix 


Again in Phoenix is correct—that 
Far Western City has come to be a 
favorite meeting place for MBA. The 
dates are April 21-23 and the setting 
is the adjoining Jokake and Paradise 
Scottsdale and 
Phoenix. The 
previous MBA meetings have 
held there with great success, 
thanks to the brand of Western hos- 
pitality which is a specialty of the 
Phoenix mortgage fraternity. And as 
in Jacksonville, what’s been prepared 
adds up to something that will be 
hard to beat. 


Inns—actually near 


about 12 miles from 
two 


been 


Che Phoenix Conference will open 
by both 
Mayor 


welcome 
and 


addresses of 
Paul Fannin 


with 
Governor 


You'll Hear 


a 


S. P. Applewhite 





J. S. Baughman 


Samuel Mardian of Phoenix. Initial 
talk of the day will be by the MBA 
President, B. B. Bass, followed by 
James O’Brien, vice president of The 
Chase Manhattan Bank, New York, 
speaking on “A Pension Trust Officer 
Looks at Mortgages from an Invest- 
ment Viewpoint” and 

“Life Insurance Companies’ Pro- 
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grams for the 1960’s in the Mortgage 
Field” by John P. Traynor, vice presi- 
dent for mortgage investments, The 
Mutual Life Insurance Company of 
New York. 

The afternoon is open for golf and 
tours of the Phoenix area, followed 
by a reception that evening. Next 
morning the day’s activities open with 
a breakfast meeting by MBA’s YMAC 
group, followed by the next general 
session where memgers will hear— 

Dr. Leo Grebler, professor of real 
estate and urban land economics and 
chairman, real estate research pro- 
gram, graduate School of Business 
Administration of UCLA, Los Ange- 
les, speaking on “Perplexities of the 





John Traynor 


Canby Balderston 


G ‘\ 


E. P. Schumacher Kenneth Brown 





Secondary Mortgage Market” 

C. Canby Balderston, vice chair- 
man, The Federal Reserve Board, 
Washington, D. C., speaking on “Sav- 
ings and Its Claimants”; and 

John deLaittre, president, National 
Association of Mutual Savings Banks 
and president of The Farmers & Me- 
chanics Savings Bank of Minneapolis. 


The second afternoon is likewise 
open for golf and other activities, but 
at noon there will be a luncheon for 
the ladies attending the Conference. 


The third Conference session will 
be Saturday morning with J. B. Shea, 
vice president of The Valley National 
Bank of Phoenix, Phoenix, presiding 
and will have to do with the govern- 
ment side of mortgage lending. Speak- 
ers will include MBA General Coun- 
sel Samuel E. Neel, Washington, D.C.; 

J. Stanley Baughman, president, 
Federal National Mortgage Associa- 
tion, Washington, D. C.; 

Harry E. Johnson, director, Co- 
operative Housing Division, Federal 
Housing Administration, Washington, 
D. C.; and 

Edwin G. Callahan, deputy direc- 
tor, legal division, Federal Housing 
Administration, Washington, D. C. 

That noon there will be a luncheon 
for all members and wives attending 
the Conference. S. P. Applewhite, 
president of Applewhite Mortgage 
and Investment Company, Phoenix, 
will preside and Congressman John 





J. B. Shea 





Ralph Bruneau Leo Grebler 


J. Rhodes of Arizona will speak on 
“The Future of the West.” 

And as for the Jacksonville Con- 
ference, reservations for the Phoenix 
meeting should be made promptly. 
Members have received the complete 
program and other details and should 


act at once. 


COMING UP IN MBA ference and Nathan T. Bascom, pres- 


ident, Worcester Mechanics Savings 
Bank, Worcester, Mass., who directed 
the Conference planning, will preside. 

The first day the New York Mort- 


gage Bankers Association will sponsor 
i) €)2 CW 07 a luncheon with all attending the 
Conference invited it has also be- 


come a tradition at the Eastern meet- 
ing. United States Senator Keating of 
The fourth and last of MBA’s 1960 of Commercial Mortgage Money (in- New York will address the luncheon 
series of Conferences and Clinics is cluding construction and warehouse meeting. 
the traditional Eastern Mortgage Con- money).” 
ference in New York May 2 and 3. Richard H. Wilson, financial vice 
Che locale is the usual meeting place, president, State Mutual Life Assur- 
Hotel Commodore, and as usual there ance Company of America, Worcester, 
will be two morning sessions, with the gag. speaking on. “huslihtien. af 
afternoons open. Life Insurance Company Money.” 





_This is the MBA meeting that tra- Ernest P. Schumacher, president of 
ditionally attracts the greatest investor the Schumacher Mortgage Company, 
attendance and no doubt the 1960 ne. Memphis and 1960 MBA Con- ; 
version of the Conference will follow ference chairman, will open the Con- Rep. Raine Raymond O'Keefe 
the same pattern. 





Among the speakers and the sub- 
jects they will talk about are: 


B. B. Bass, president, Mortgage M 4 U 
Bankers Association of America and Ooving p ee 
president, American Mortgage and 
Investment Company, Oklahoma City 
speaking on “Recent Developments 
in the Mortgage Market.” use one of these booklets, each of which is being reissued with 
higher rates. Make this your buying opportunity. 





As interest rates move up, we keep pace by moving up the rates 
in Our mortgage payment tables. ‘The chances are that you now 


The Hon. Albert Rains, Congress- 


ie — Ashoma, speaking = Pub. Old New 100-copy 
New Housing Legislation. Book Color No. Rates Rates Price 

Charles E. Walker, assistant to the Mortgage Caculator Blue 91 4%6 by” 4%-6% by % 27 
Secretary of the Treasury, Washing- Payment ‘Table Green 192 3-7 by % +8 by 4% 40 
ton. D. (2 speaking on “The Gov- Improved Pay’t Table Red 38 -4%-6's by 4 4%-6% by % 45 
ernment Bond Situation.” Equal Monthly Pay'ts Brown 381 4-10% 4/2-10 45 

Raymond T. O’Keefe, vice presi- You can buy a single copy of any of them for $1, but the 100- 
dent, The Chase Manhattan Bank, copy price includes your imprint on the front covers. When 
New York, speaking on “Availability ordering be sure to specify the new edition. 


FINANCIAL pPuBLisHiING COMPANY 
82 Brookline Avenue, Boston 15, Mass. KENMoreE 6-1827 
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maaan cided 


| Uther Mbps 


James B. Smith Named Des Moines MBA Head 





New officers in Des Moines MBA 
are Vice President, Charles Drees, 
assistant secretary, lowa Securities 


Company; President, James B. Smith, 
regional manager, Northwestern Mu- 


Vice President Tharpe 


tual Life Insurance Company, and 
Secretary, Jack King, Jr., assistant 
vice president, Des Moines Savings 
and Loan Association. 


Outlines New Plan of 


Mortgage Industry at Southern California MBA 


Che possibility that the greater future 


of the mortgage banking industry, 
which uses more new capital than 
any other in the country, might well 


follow a_ pattern 


of expansion and 
growth which 
would create great 
new lending insti- 
tutions making 


their services and 


facilities available 
to far more people 


than at present 





was proposed by 
Robert Tharpe, 
MBA vice president, Atlanta, in ad- 
dressing members of the Southern 


California MBA in Los Angeles. 


Vice President Tharpe took the oc- 


B. Mize 


Guy 


casion of his address to the group to 
propose, for the first time, an outline 
of an idea of the possibility of mort- 
gage banking adopting a “new look.” 
His plan, as he made clear, was by 
no means a formal and detailed pro- 
posal, but rather constituted the nu- 
cleus of an idea which he was setting 


forth for comments, suggestions and 


criticism 
In essence, it would call for “insti- 
tutionalizine’” the mortgage banking 
to the extent that it would 
be in a position to offer more services 
He visual- 


industry 


to more people than ever 
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ized it as a natural step similar to 


what has developed from the National 


Banking Act and the Home Loan 
Bank Act. It would call for a Fed- 
eral Mortgage Banking Act which 


would build “from our present frame- 
work institutions that are 


worthy of the name ‘mortgage banker,’ 


great new 
with trust powers such as enjoyed by 


and building mortgage banks 
with capital structures that will per- 


mit expansion and growth.” 


others 


Under his proposal, Tharpe en- 
visioned a new type of mortgage in- 
stitution all over the nation with far 
more powers, broader scope of opera- 
and one far better equipped to 
meet the demands of mortgage financ- 


tions 


the case. 


ing than is now 
“What would this XYZ Federal 
Mortgage Corporation be like? It 


would have many of the aspects of 
the secondary market part of the Fed- 
eral National Mortgage Association, 
but with important differences. In 
effect it would be one of a number 
of private FNMA’s, operating, how- 
ever, directly in the market rather 
than through intermediaries. It would 
originate mortgages, hold mortgages, 
service mortgages, and trade in mort- 
gages with other It would 
have a broad base of private capital, 
supplemented by the issuance of de- 
bentures secured by a portfolio of in- 


investors. 


sured and guaranteed mortgages. It 
would have fiduciary powers and re- 
sponsibilities. It would be a new kind 
of investment company, comparable 
in many ways to the regulated invest- 
ment companies in the securities field; 
and it should have tax treatment com- 
parable to these companies, with spe- 
cial recognition of the need to main- 
tain fulfillment of 
the obligations it creates. 

“What would such a mortgage cor- 
poration be able to accomplish? It 
would be able to provide securities in 
the form of shares or debentures that 
would appeal to the individual saver 
who wishes to invest directly. It 
would be able to give the institutional 
investor the choice of debentures se- 
cured by mortgages as well as the 
mortgages themselves and_ broaden 
the market among pension funds, en- 
dowments, and other trust funds.” 


reserves to assure 


Tharpe pictured his plan as one 
which would stimulate savings and 
investment but which, initially, would 
require a measure of government 
sponsorship. 

“It is even conceivable that the de- 
bentures themselves could be insured 
by FHA,” he said. “Of course, it 
would be nice if a simple way could 
be found to this government 
support. However, in this case, as 
in the case of competing with institu- 
tions with a different tax treatment, 
we will need competitive insurance 
treatment. To do so would require 
some changes, surely; and it would 
result in some additional exposure. 
But this would not be nearly as radi- 
cal as was the creation of FDIC and 
other facilities for insuring savings. 
Rather than suggesting, as some have 
done, that the cost of FHA insurance 
be reduced, maybe the insurance pre- 
mium should remain as it is, and 
maybe the thinking should be in 
terms of FHA accepting the bigger 
risk. Would this not broaden the 
market? Making the FHA even more 
attractive to the investor and chan- 
neling more funds into the program 
is the problem; the problem is not the 
FHA insurance rate. Your regular 
insurance companies, before reducing 
the premiums, broaden the coverage 

-then reduce rates if justified. 

“The triangle within which we in 
mortgage banking operate would dis- 
appear. We would still serve our 
same institutional investors, and we 
would be better servants of theirs just 


avoid 








The new officers: Left to right, 
S. H. Dolley, secretary; Robert 
CTharpe, MBA vice president; Guy B. 


as we are better servants to insurance 
companies today because of having 
added the mutual savings banks to 
We will then have 
the doors open to other sources of 
both individual and _institu- 
We would be, as I have said 
before, a stronger servant of the in- 
stitutions and could help to even the 
flow of funds into the field of housing 
by using the real savings of the peo- 
ple and not have to resort to the 
Federal Treasury.” 

Guy B. Mize, president of the Mar- 
ble Co. of Pasadena, was elected pres- 
ident of the Southern California MBA 
at the meeting. 

J. R. Jones, vice president, Security- 
First National Bank, is the new vice 


Albert Drawbert Is 
Head in Minneapolis 


Albert A. manager, 
mortgage loan North- 
western National Life Insurance Co.., 
has been elected president of the 
Minneapolis MBA. Other new officers 
for 1960 and the 
posts to which 
they have been 
elected are vice 
president, Ken- 
neth C. Young, 
vice president, 
Eberhardt Com- 
pany; secretary, 
Floyd Feikema, 
assistant vice pres- 
ident, Schumacher 
Mortgage Co., Inc.; and treasurer, C. 
Addison Dahl, president, Northwest- 


our operations. 


funds, 
tional. 


Drawbert, 
department, 





Albert Drawbert 


Mize, president; Gordon Calder, re- 
tiring president; Stanley LeBon, treas- 
urer, and J. R. Jones, vice president. 


president; S. H. Dolley, vice presi- 
dent, Winter Mortgage Co., secretary, 
and Stanley LeBon, service officer, 
Metropolitan Mortgage Co., treasurer. 

Newly elected directors are Gordon 
Calder, chairman, The Allison Co., 
and immediate past president; Floyd 
Cerini, executive vice president, Se- 


curity Title Insurance Co.; Walter 
Clark, district manager, Pacific Mu- 
tual Life Insurance Co.; John F. 


Gensley, Jr., vice president, Bank of 
America; Thomas Herbert, treasurer, 
Western Mortgage 
Hull, vice president, Wallace Moir 
Co., and Hal Whittle, administrative 
vice president and secretary, H. F. 
Whittle Investment Co. 


George 


Corp. ; 





ern National Bank of Bloomington 
Richfield. 

Three new members were added to 
the board for two-year terms. They 
are Arthur J. Helland, assistant vice 
president, Farmers & Mechanics Sav- 
ings Bank; Harvey M. Kuhnley, as- 
sistant vice president, Twin City Fed- 
eral Savings & Loan Association and 
Harry E. Porter, vice president, The 
Towle Company. 


>» PORTLAND: Ralph M. Holmes, 
president, Realty Loan Corporation, 
Portland, Oregon, is the newly elected 
president of the Portland MBA. Serv- 
ing with him, as vice president, will 
be Phil Hammond, U. S. National 
Bank; and, as secretary-treasurer, 
John Carlson, Mortgage Finance 
Corporation. 


Carolinas MBA Name 
Follin as President 


Marion G. Follin, vice president of 
Pilot Life Insurance Company, 
Greensboro, N. C., was elected presi- 
dent of the MBA of the Carolinas at 
its annual meeting in the Fort Sumter 
Hotel, Charleston, S. C. More than 
175 attended the Convention and 
MBA General Counsel Samuel E. 
Neel was the principal speaker. 

Other officers elected were Julian 
Hennig, Jr., vice president, August 
Kohn Company, Columbia, S. C., 
vice president; Ike C. Lowe, secre- 
tary-treasurer, McDonald Mortgage 
Company, Inc., Charlotte, N. C., vice 
president and B. C. Fowler, vice pres- 
ident, Idol-Green Company, High 
Point, N. C., secretary-treasurer. 

Newly elected directors were Fur- 
man H. Bodenheimer, assistant vice 
president, Citizens Bank & Trust 
Raleigh, N. C.; R. C. 





Company, 


Rapp, Cameron-Brown Company, 
Greensboro, N. C. and Walter H. An- 
drews, vice president, Stevenson-Zim- 
merman Company, North Charleston, 
= 3, 





Some of the Carolinas MBA new 
officers: Mr. Fowler; Mr. Lowe and 
Mr. Hennig. Newly-elected president 
is Marion G. Follin. Below, the group 
visiting Old Fort Sumter, which is 
national monu- 


being restored as a 


ment. 





» COLUMBUS: New president of the 
Columbus MBA is Thomas K. Hartz- 
ler, Jr., president of the Hartzler 
Mortgage Company. Hubbard Sherry, 
vice president, The Central Ohio 
First Mortgage Company, is the new 
vice president; and Fred C. Pixley, 
assistant manager, mortgage loan de- 
partment, The Midland Mutual Life 
Insurance Company, is the incoming 
secretary-treasurer. 
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Texas MBA Convention 
To Be in Galveston 


Officials of life companies, savings 


banks and mortgage banking firms, 
plus representatives of Federal agen- 
cies in the housing field, will take 


4th annual Texas MBA 
convention. It starts Wednesday, May 
11, and continues through Friday in 


part in the 


Galveston. Convention headquarters 
will be in the Galvez Hotel, while the 
Moody Center 


luncheons 


coastal city’s famed 
will be the 
dinner dances during the convention. 

Robert W. Drve, Houston, Texas 
MBA president, will preside M 5 
Mittenthal of Dallas, TMBA 


president, is convention chairman with 


scene ol and 


vice 


Travis Traylor, Houston, serving as 
co-chairman in planning the conven- 
tion activities. 

General business sessions will open 
Thursday morning with speakers in- 
cluding William F. Keesler, 
vice president of the First National 
Bank of Boston; Gill of San 
Antonio, president, The Richard Gill 
Company; Samuel E. Neel of Wash- 
ington, MBA general counsel: and 
Martin Harris of Austin, Texas MBA 


counsel. 


senior 


Ames 


Principal speaker at a men’s lunch- 
May 12 will be B. B. Bass of 
Oklahoma City, president of the Mort- 
gage Bankers Association of America. 


eon 


Wives of the convention delegates on 
May 12 are slated to attend a special 
luncheon for them in the famed Bal- 
inese Room, where Miss Cathy Bauby 
of Memphis, 


program ol 


will 
Tips for the 


Tenn., present a 

“Charm 

Ladies.” 
The 


will 


Friday business ses- 
include talks by Morris D. 
, of New York, executive 
vice president and economist of The 


morning 
sion 
Crawford, Jr 


First National Bank in Dallas: and 
Thomas Lovejoy, jr , of New York, 
president, The Manhattan Life In- 


surance Company 

Deane C. Davis, president of The 
National Life Mont- 
pelier, will be the principal speaker at 
the Friday 
vention delegates and their wives. 

One of the highlights of the 44th 
Texas MBA will 
informal between 
mortgage bankers, investors and rep- 
resentatives of VA, FHA, and FNMA. 


Chis portion of the program is being 


Insurance of 


joint luncheon for con- 


annual convention 


be an discussion 
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Bertrand Bendell New Cleveland MBA President 





BERTRAND BENDELL 


HEADS CLEVELAND MBA: 


Bertrand W. 


Bendell is the new president of the Cleveland MBA. At the Association’s 
annual meeting, members elected a new slate of officers, consisting of Harold 
G. Pratt, assistant vice president of Land Title Guarantee & Trust Company, 


secretary ; 


Thomas M. McCulloch, vice president of the Union Commerce 


Bank and retiring president; and Mr. Bendell who is president of Bendell- 


Lafler, Inc. 
planned by the Young Men’s Activi- 
ties Committee of the Texas MBA, 
headed by G. R. Swantner, Jr., of 
Corpus Christi, committee chairman. 
Presentation of the annual J. E. 
Foster Award to the person selected 
as Texas’ outstanding mortgage 
banker during the preceding year will 


highlight a dinner and dance to be 
held at the Moody Center Thursday 
night, May 12. 

An “Around the World in 80 Days” 
costume ball will follow a Moody 
Center dinner the night of May 13, 
Texas MBA President Drye has an- 
nounced. 





Keith Lister, president, Lister Investment Company, was elected president 
of the San Diego MBA to succeed Jack Barnett, vice president of McMillan 
Mortgage Company. Other officers are Malin Burnham, John Burnham and 
Company, vice president; Melvin E. Knoll, Coldwell Company, secretary; 
Keith W. Clague, San Diego Trust & Savings Bank, treasurer; and Robert L. 
Cobb, T. J. Bettes Company, director at large. 

At the installation Dave Schurch, chief counsel of the Union Title Insurance 
Company, presented the incoming and outgoing presidents with gavels, one 
for use in office, and the other a miniature gavel mounted on a plaque com- 


memorative of past service. 





TMAC 


A department sponsored by the 
Young Men’s Activities Committee, 


Edward C. Greene, Dallas, Chairman. 








A MAN YOU SHOULD KNOW 


the Commercial Banker 


HEN a mortgage man analyzes 
the prospects of growth during 
any period, several fundamental 
sources are considered. These are 
builders, real estate agents, architects, 
surveyors, land developers and promi- 
nent closing attorneys. While all of 
these sources are valuable and should 
not be minimized, one tremendously 
important source — often overlooked 
is our friend the commercial banker. 
In the years ahead, the mortgage 
banker will find it to his advantage to 
cultivate this association. More often 
than any of us realize, builders and 
developers seek advice from the com- 
mercial banker with whom they do 
business. His judgment and influence 
are respected. What better publicity 
could a mortgage banker receive than 
recognition by the commercial banker 
that his knowledge of the mortgage 
business is relied upon in arriving at 
important decisions. Such recognition 
is an asset of inestimable value. I am 
not unaware that our ability must be 
demonstrated over a long period of 
time. There are several areas of op- 
eration with a commercial banker 
which deserve constant review by top 
management. To suggest a few: 

1. The proper preparation of loan 
documents for warehousing. Does the 
file contain all the bank needs to sat- 
isfy the requirements of an examiner? 
Are there always items to be furnished 
later increasing the number of times 
a file must be handled, and thereby 
increasing costs? Are the instructions 
to the bank for handling the papers 


Recently in this YMAC corner, a committee member 
made some observations about what he termed a 
Forgotten Man as far as most mortgage bankers are 
concerned — the real estate salesman, a man who 
contributes much to the mortgage field yet gets 

very little credit for it. The reminder was timely 
and appropriate. So is this one —a reminder that 
the commercial banker is also someone the mortgage 
banker should know well, someone he should 
cultivate with care and patience. 


complete? Are we constantly seeking 
ways of improving forms and pro- 
cedure with the bank? 

2. Do we spend time with our 
banker discussing mutual problems? 
Do we take advantage of his knowl- 
edge of Federal Reserve action, avail- 
ability of funds in the short- and 
long-term markets, consumer credit 
demands locally and business loans by 
leading banks throughout the country? 

3. Being conscious of rising inter- 
est rates, do we suggest that our own 
rate be reviewed in the light of cur- 
rent conditions? (We may as well be 
realistic at this point. If the rate of 
FHA’s and conventionals is increased 
and local demand for funds is strong, 
our rate is going to be affected, all 
other things being considered. If we 
see this coming on, why not move 
first and suggest a review of the rate.) 

4. Have we demonstrated over a 
long number of years, our ability to 
place uncommitted loans regardless of 
market conditions at any particular 


time? This in large measure will re- 
flect on our judgment and ability. 
When the “going gets rough” can we 
place our loans without seriously af- 
fecting our capital position? 

All of these factors have a direct 
bearing on establishing a good re- 
lationship between the commercial 
banker and the mortgage banker. The 
confidence gained must be main- 
tained. You should keep your banker 
informed of new programs of the 
FHA and of changes in existing pro- 
grams. Advise him of changes in the 
ratio of loan to value on FHA’s and 
conventionals. Supply him with in- 
formation on home-building activity 
in the local area. Keep abreast of all 
building activity in your community 
and share the information with him. 
Be a source of accurate information 
for all that relates to our industry. 
Over the years a reputation can be 
established so that your counsel will 
be sought after by bankers and their 
finance committees. Such reputation 


By RAYMOND T. BOSWELL 





Vice President, Blaylock Investment Corporation, Shreveport 
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will result in the increase of your 
business and establish your profes- 
sional ability. 

Che anticipated demand for funds 
in the “Soaring Sixties” may cause 
unsteadiness in the money market not 
heretofore experienced. This could 
mean periods of long duration when 
mortgage funds are not readily avail- 
able. Such a disruption in business 
could seriously affect the builders who 
charge you with the responsibility of 
placing their loans. A curtailment of 
activity may be necessary but a com- 
plete “drying up” of mortgage money 
could be damaging. In order to ride 
through such a period in the econ- 
omy, warehousing a large volume of 
uncommitted loans may be a neces- 
sity. A risk to be sure. But we are 
not without some assistance here since 
our Association through its clinics and 
conferences helps us to understand 
something of what the future holds. 
Che mortgage banker who has pre- 
pared wisely for such an eventuality 
may fare well. Now is a good time 
to begin preparation. 


“The Road” Is Rolling 


Once the distribution wheels began 
to turn full steam, showings of “The 
Road to Better Living,” MBA’s mo- 
tion picture about the role of the 
mortgage banker in the economy, 
started to accelerate and now people 
just about everywhere are seeing it. 
As of now, more than 700 showings 
have been arranged before clubs, or- 
ganizations, schools and all sorts of 
worthwhile gatherings. More than 60 
telecasts have been booked. The pic- 
ture is off to a good start but there 
are still hundreds of bookings to go 
before the film achieves the total ex- 
posure planned for it. Members can 
help in encouraging local groups in 
their own communities to book it 
but the most important thing mem- 
bers could do is get a print for them- 
selves (coupon below) and undertake 
some distribution on their own 


FILM ORDER BLANK 

Department of Public Relations, 
Mortgage Bankers Association 
111 West Washington St. 
Chicago 2%, Hlinois 

Please send me prints of the 
film, “The Read te Better Living,” at $150 
per print. My check payable te MBA is 
attached. 


Name 7 Beet 
Street = - 
City Zone State 
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Profiles of People 
at workin MBA 


WALLACE MOIR is president of his own mortgage firm, the 
Wallace Moir Company in Beverly Hills, California. He, also, is a 
past president of this Association—a man whose thinking and influ- 
ence continue to be felt in the shaping of MBA affairs. A graduate 
of Stanford University, it was during his term as MBA President 

1954-55) that the MBA School of Mortgage Banking was first intro- 
duced on that campus. Within the industry to which he is so devoted, 
he has long pioneered for a return to what he terms the “lost art” of 
sound underwriting in mortgage financing. Likewise 
a staunch advocate of the “prudent-man-rule” ap- 
proach in the establishing of loan-to-value ratios for 
conventional lending, he has written extensively on 
each of these topics—his by-line appearing fre- 
quently in these pages. A past president of the 
Economic Round Table of Los Angeles, he has 
served, too, as chairman of the life insurance committee of that city’s 
Chamber of Commerce—the only mortgage banker ever to serve 
in that capacity. Something of a paradox, Wally—an admittedly shy 
introvert—is a much sought-after master of ceremonies; a witty 
story-teller and practical jokester, he is also a serious student of the 
Bible. He is one of the most articulate speakers in MBA and a man 
of strong convictions who never hesitates to express an opinion or 
introduce an idea, however controversial. A long-time member of 
the MBA Board of Governors, his straight-from-the-shoulder ap- 
proach has proved an enlivening factor at many a_ proceeding. 
Active through the years on many, many MBA committees, he serves 
this year as chairman of the Past Presidents Advisory Council. 





ERNEST P. SCHUMACHER, as president of the Schumacher 
Mortgage Company, Inc. in Memphis, heads a firm which has helped 
make mortgage history in this country. Founded in 1932 in the 
crashing days of the depression, this company—as United Service 
and Research, Inc. (a name carried until 1958)—did much, through 
its constructive dealings with the problems of American farming, to 
stabilize the seriously unsettled conditions of those years. And, when 
Eastern banks, unable to collect on delinquent farm mortgages in 
the Midwest, turned over to the firm more than 
$15 million in problem cases, not one of these banks 
failed; in fact, most of them made money on their 
investments, and many farmers, too, came out well. 
With a quarter century of experience in the mort- 
gage loan business, Ernie likewise has behind him 
a solid background in real estate appraising and 
as a general real estate broker. A senior member of the Society of 
Residential Appraisers, he has held major offices at both the local and 
national levels and is serving currently on its Board of Governors. 
Newly elected chairman of the Finance Committee of the American 
Institute of Real Estate Appraisers, he is a member of the Mortgage 
Council of the National Association of Real Estate Boards. Twice 
president of both the Memphis Real Estate Board and the Memphis 
MBA, he was chairman last year of MBA’s Southern Mortgage Con- 
ference. This year he has facing him a full and busy travel schedule 
as chairman of this Association’s all-important Conference Committee. 














People : 


Thomas E. McDonald, vice presi- 
dent of T. J. Bettes Company, Hous- 
ton, has been elected a director of 
the Continental Bank and Trust Com- 
pany of that City. 


John J. Harrington, former senior 
vice president of Beneficial Mutual 
Savings Bank, Philadelphia, who re- 
tired after 27 years’ of active service, 
has opened offices as a mortgage and 
real estate consultant. He will con- 
tinue to serve as a member of the 
board of managers of the Beneficial. 

Murrer and Phillips, Inc., Pitts- 
burgh, announced appointment of 
William G. Jacobs to succeed Edison 
C. Speer as manager of the company’s 
commercial mortgage department. 

Mr. Speer has retired after serving 
as mortgage manager for eight years, 

Announcement also has been made 
of the transfer of John C. Phillips Jr. 
from the company’s sales department 
to the mortgage department. 





: Events 
: Places : 


Charles A. Cunningham has been 
promoted from secretary to vice pres- 
ident and secretary of Title Insurance 
Company of Mobile and Harold G. 
Goubil has been promoted from trust 
officer to executive vice president of 
the Company. 


Home Life Insurance Company, 
New York, announced the advance- 
ment of Donald 
R. Morganson to 
manager of mort- 
gages and real es- 
tate in the 
pany’s mortgage 
department. Two 
other members of 
the department, 
Edmund J. Jacobs 
and David S. Mc- 
Adam, also have 
been advanced to mortgage supervisor 
and mortgage field supervisor, respec- 
tively. 


com- 


D. R. Morganson 






re As 


Mr. Morganson became associated 
with Home Life in 1941 and han- 
dled legal matters in the mortgage 
and real estate areas. He was ap- 
pointed mortgage attorney in 1946, 
and in 1950 he was transferred to 
the company’s law department and 
made an officer with the title of as- 
sistant counsel. In 1958 he was also 
appointed assistant secretary. 





Mr. Jacobs joined the company in 
the mortgages and real estate depart- 
ment in 1947 and was appointed 
mortgage field supervisor in 1953. 

Mr. McAdam joined Home Life in 
1953 and, after two years of military 
service, returned to the mortgages 
and real estate department. He was 
named mortgage field assistant in 


October, 1959. 


Ferd Kramer, president of Draper 
and Kramer, Inc., Chicago, has been 
named to serve on the Architectural 
Advisory Panel created by the San 


“The Road to Better Living” Plays Akron 





This is the type of effective circulation the MBA motion pic- 
ture, “The Road to Better Living,” is getting by those member 
firms which see in it a vehicle for accomplishing some desired 
objectives. In Akron, The First Akron Corporation made an 
event of its premiere showing of the film. 

More than five hundred people in Akron saw it when it was 
premiered in that city. The showing was held at the First Akron 
Corporation at a private party where investors, real estate men, 
architects, members of the press, etc. were invited to see the film. 

Next day it was shown by First Akron’s President John B. 


Hunter at the Society of Residential Appraisers. A few days later 
it was featured at the meeting of the Akron Board of Realtors. 
Mr. Hunter was again in charge of the program. 

Public reaction to the film was very favorable. 

At the First Akron premiere showing: above, left, William F. 
Esch, Northwestern Mutual Life Insurance Company; John B. 
Hunter, president of First Akron; Harlan T. Chapman, vice presi- 
dent; and Mrs. Esch. Right, Mrs. Maud R. Motz, vice president 
of First Akron; Mr. Hunter; Mr. and Mrs. H. W. Hitchcock, New 
York Life Insurance Company; and Mrs. Hunter. 
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Francisco Redevelopment Agency to 
help in the development proposals for 
the first structures to be built in that 
City’s Golden Gateway Project 


H. F. Rice, formerly with the Per- 
petual Savings & Loan Association, 
heads the branch office which 
General Mortgage Corporation of 
Iowa has opened in Cedar Rapids, 
E. R. Haley, president, announced. 


new 


Malin Burnham has been elected 
president of John Burnham & Co. in 


San Diego 


Yancey L. Shaver has been named 
manager of the commercial loan de- 
partment of Tharpe & Brooks, Inc., 


Atlanta 


Thomas & Hill, Inc., Charleston, 
West Virginia, announced the acqui- 
sition of a substantial interest in its 
capital structure by Pease Woodwork 
Company, Inc., Hamilton, Ohio. 
Thomas & Hill has offices in Parkers- 
burg, Wheeling, Fairmont, West Vir- 
ginia; Martinsville, Virginia; Cincin- 
nati, Hamilton and Sandusky, Ohio; 
Troy, North Carolina; Champaign, 

Kentucky, and 
Pease, one of the 


Illinois: Louisville, 
lowa City, Iowa. 
nation’s oldest and largest home man- 
ufacturers, has its factory and offices 
in Hamilton, Ohio. 

James V. Rice, Cincinnati, Ohio, 
manager and a director of 
Pease Woodwork Company, has been 
elected to the board of directors of 
Thomas & Hill, Inc. He is in charge 
of the mortgage Hamilton, 
Ohio office. 


sales 


firm’s 


John J. Flynn and A. W. Graves 
have elected to the board of 
Inland Mortgage Corporation, Piqua, 
Ohio. Peter R. Thompson was made 
a vice president. 


been 


[wo new executive assignments 
were announced by Irving Rose, pres- 
ident, Advance Mortgage Corp. D. 
Jerome Donohue, an assistant vice 
president, has been assigned to Chi- 
cago from the Detroit office. William 
E. Blackwell was named Detroit-area 
commercial mortgage manager. Pre- 
viously, Blackwell was in charge of 
origination of conventional residential 
loans for the Detroit area. 
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What They're Doing About Usury 
We may be seeing more new leg- 
islation like the bill passed by the 
Virginia House, which provides that 
the usury laws of the State do not 
apply to FHA or VA loans. Thus, 
action has been taken of an affirma- 
tive nature to avoid the disruption 
which has appeared in several states 
where usury laws have come into 
conflict with total FHA charges. 
The State of West Virginia also 
acted fast to clarify the status of 
FHA loans under the state’s usury 
laws. The legislature took action in 
February and, for all practical pur- 
passed resolves the 


poses, the bill 
usury question in that State. 





Above, Gov. Cecil H. Underwood 
signing the new act. Shown: Ceol. 
F. Guy Ash, Chairman of the State 
FHA Advisory Committee and vice 
president, Mortgage Exchange Cor- 
poration, and two members of a sub- 
committee who worked with him; 
R. E. Plott, vice president, Kanawha 
Valley Bank, and Philip H. Hill, 
president, Thomas & Hill, Inc. 

The new legislation provides that no 
law limiting interest rates shall apply 
to loans or investments made by any 
mortgagee approved by FHA or made 
by any other lending and investing 
institution for the purpose of financ- 
ing alterations, repairs, and improve- 
ments upon real property or for the 
purpose of financing the construction 
or purchase of residential or com- 
mercial properties or the re-financing 
of mortgages, and all loans and in- 
vestments for any such purposes, and 
whether or not insured by FHA, may 
bear such rate of interest and such 
charges, or be discounted at such 
rate, as is permitted under the Na- 
tional Housing Act and the regula- 
tions promulgated from time to time 
by FHA. 

Not long ago West Virginia also 


acted promptly to pass “doing busi- 
ness” legislation to erase any doubts 
regarding licensing by outside invest- 
ors buying loans in that State.) 

In Tennessee, as previously re- 
ported, the 53% per cent FHA rate, 
along with the ¥% of 1 per cent in- 
surance premium, created a situation 
where no one knew whether it con- 
flicted with the state’s usury law. A 
friendly suit was begun, tried in the 
Chancery Court of Shelby County 
and has now gone to the Supreme 
Court, with the ruling so far being 
that the insurance premium is not 
interest. 

In Maryland, also previously re- 
ported, the matter took a different 
turn. There the Attorney General 
ruled that the 2 of 1 per cent service 
charge on 203(i) loans, when added 
to the interest rate, violated the usury 
laws. Further clarification can, no 
doubt, be expected. If interest rates 
should decline as there were some in- 
dications early in January they might 
do, this problem could resolve itself; 
but it is still a problem, created by 
the sharp climb in interest rates. What 
is needed is a firm clarification of this 
matter, so that it will not come back 
to plague lending in the future. 





PERSONNEL 


AND BUSINESS NEEDS 
In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Washington 
Street, Chicago 2, Illinois. 











EXPERIENCED MORTGAGE MAN 
wishes change. Five years Home Office 
Insurance Company, mostly production 
and closing. Portfolio approximately $50 
million. Ten years V. A. Assistant Chief 
Examining Section. B. degree major, 
Real Estate. Sold real estate. Owner of 
apartment property. Write Box 643. 


MANAGER—EQUITY AND 
MORTGAGE FINANCING 
Highly successful industrial company in 
southwest requires a man to manage their 
activities in obtaining equity and mort- 
gage money for widely diversified ven- 
tures. Applicants should have intimate 
knowledge of sources of mortgage money 
and ability to deal with private investors 
for equity capital. Age 30-40. Salary 

open. Submit résumé to Box 644. 





POSITION WANTED, prefer Cleveland, 
Ohio, experienced mortgage man, good in- 
ternal officer, early availability, Write Box 
641. 


AVAILABLE, experienced mortgage es- 
crow/closing/shipping man, Law Gradu- 
ate, desire Cleveland, Ohio. Write Box 
642. 


MINNESOTA TITLE means 
0) es BS 8 DET) a OM bar) 0 3 8 (OD 


On-the-spot service from Jack T. Gereke of McDaniel Title Company, Kansas City, and William S. Cameron 
of their Independence office, for James B. Nutter, one of the Mortgage Banker Association's newest members. 


* 'T proucHout the area we serve, mort- 
gage bankers know that a call to their nearby 
Minnesota Title representative brings swift 
action. 


Each of our more than 275 agents is well- 
qualified to give close attention to your title 
insurance needs. Every representative can 
assure fast, thorough service, for behind him 
stands a competent staff, experts in every 
phase of an exacting business. 


Call the Minnesota Title agent near you 
next time you have a title problem. There is 
ore near you in 21 of the United States. 


(it 


Jmez penne Company 


400 Second Avenue South FEderal 8-8733 Minneapolis 1, Minnesota 
Capital, Surplus and Reserves in Excess of $4,500,000 


KENTUCKY LOUISIANA 
MONTANA NEBRASKA 
SOUTH CAROLINA 
WISCONSIN 


FLORIDA GEORGIA KANSAS 
MISSISSIPPI MISSOURI 
NORTH DAKOTA OHIO 
TENNESSEE UTAH WEST VIRGINIA 
WYOMING 


ARKANSAS 
MINNESOTA 
NORTH CAROLINA 
SOUTH DAKOTA 





In 1861 the remarkable Gatling gun was invented. 
It was in this year, too, that Kansas City Title Insurance 
Company had its beginning. Today, as a result, behind 
every policy is the financial strength and experience of 
nearly a century. 





Title Insurance... 
For rapid-fire mortgage transfers 


Branch Offices 

Baltimore, Maryland; 210 North 
Calvert St. 

Little Rock, Arkansas; 214 Lovisi 


Shoot right through the delays and inconveniences of title A. Pe 


tie-ups with a Kansas City Title Insurance Company policy. Uaien 9%. 


Jackson, Miss.; 206 Medical Bidg., 


With title insurance, mortgage transfers are expedited prof- Denver, Colo.) 407 Columbine Bids. 


M ; ; 1845 Sher St. 

itably because your customer is assured guaranteed security adh, ngs ge 
against title losses due to prior title defects. cextera Bide. 

licensed in the following § stotes: 
If you’re looking for improved mortgage marketability, ge ay ag 7 
call in a Kansas City Title agent today. He’s got the answer rippl. Missouri, Mentone, Nebraska, 
to mortgage transfer misfires. pg ny tg Fh 
ginia, Wisconsin, Wyoming, and the 
District of Columbia. 





Directory of Agencies furnished on 
request 


aft 
Aansas City “Since 1861” 
Capital, Surplus and Reserves Exceed $6,000,000.00 
925 Walnut, Kansas City 6, Missouri 





'~ 





